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Meters can 
e read faster 
without loge 


of accuracy 


IBM Mark Sensing provides a remarkably 
rapid and reliable method of recording 
meter readings. It makes the reader’s 
job easier, too. 

Readings are recorded simply by pencil 
strokes on the face of an IBM Card. The 
marks are translated electronically into 
punched holes from which bills are 
machine-prepared. 

There’s no arithmetic, no handwriting, 
no chance of error in transcription. 
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BEM Aees 


From meter reading to finished bill, 
through all other phases of utility ae- 
counting, IBM can speed and simplify 
the job. For full information, write Dept.) 
for our booklet, /BM Customer Account. 


ing for Utilities. 


( IBM 
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This outstanding record for a coal-burning 
unit was established during 1952 by the 
operators of Wisconsin Power and Light's 
Cyclone-Fired B&W Radiant boiler at the 
Edgewater Plant. 


Cyclone Furnaces make a major contribu- 
tion to high availability because they elimi- 
nate so much of the coal preparing equipment 
that is a source of continuous maintenance 
and possible outage. Cyclones burn coal that 
is merely crushed, not pulverized. This means 
that banks of many pulverizers, with their 
moving parts, motors, fans, lubricating sys- 
tems, burners, piping and ducts, are elimi- 
nated. They are replaced by a few sturdy, 
simple Cyclone Furnaces. 

Ease of operation and increased safety with 
the Cyclone Furnace are also important fac- 
tors that mean sustained on-the-line perform- 
ance. There are far fewer burners to light 
with Cyclone Furnaces, and because they use 
crushed coal, they eliminate the danger of 
furnace explosions that might occur with 
powdered fuel. 


at EDGEWATER PLANT 





Further, by keeping the ash where it be- 
longs—in the furnace—and severely reducing 
the amount of fly ash in the combustion gas, 
the Cyclone Furnace further contributes to 
high levels of operation. Ash accumulations 
on boiler and other surfaces are curtailed, 
and wear on boiler parts, and on machinery 
such as induced-draft fans, is greatly reduced. 
Increased availability is just one of the 
many advantages to be obtained from Cyclone 
Furnace Firing. Other important benefits in- 
clude reduced atmospheric pollution and a 
money-saving solution to the fly-ash prob- 
lem, reduced cost of maintenance, greater 
efficiency, and boiler-room space savings. 
Twenty B&W Cyclone-Fired Boilers are 
now in operation and have a total accumu- 
lated service time of over 50 years. Many other 
Cyclone-fired boilers are under construction. 
We will be pleased to discuss with you the 
many positive advantages which Cyclone Fur- 
nace Firing can contribute to your operations. 
The Babcock & Wilcox Co., Boiler Division, 
161 East 42nd Street, New York 17, N. Y. 
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ow that the returns are all in from 
N the spring season of business and 
association conventions, we are impressed 
by the repetition of one thing which we 
find echoed and re-echoed in various ad- 
dresses and reports which come to our 
editorial desk. That is, the responsibility 
of management to maintain the appeal ot 
corporate securities to the investor. This 
is not going to be easy. It never was. But 
the economic crosscurrents of the present 
period make it a more challenging task 
than ever. 


Ir goes without saying that utility 
management has not only the right but 
the duty to work and plan for conditions 
which will make it possible to keep the 
utility business in a healthy and growing 
condition financially, But the only growth 
which is significant to the investor is the 
growth in per share earnings. With the 
cost of money advancing in the face of 
continued inflationary price levels, regu- 
latory restrictions on utility earnings 
make financing a difficult job—but one 
which must be done, nevertheless. 


EARLY last month, at the annual con- 
vention of the Edison Electric Institute at 
Atlantic City, we noted an interesting 
panel discussion on the subject of keep- 
ing the electric utility securities attractive 
to the investor. Participating in this panel 
were representatives of insurance com- 
panies and other large institutional in- 
vestors. 


THEY kept pounding away on the 
point that interest rates are going up. The 
day of cheap money, 3 per cent bond 
issues, and 6 per cent common and pre- 
ferred, is gone. Utilities are going to have 
to pay out more money to keep these 
large investors interested. That panel was 
told that the insurance companies already 
were reducing their portfolio holdings in 
utility securities, and the only way to 
reverse that trend is to develop more 
e.rning power and a more liberal attitude 
on the part of regulatory authorities. 
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CHARLES F. MASON 

Now we see signs that the presen: 
official Treasury Department thinking 
in Washington is to put the brake on 
the slide towards heavier debt obliga- 
tion. The increase in interest rates should 
certainly be a retarding factor. 


” 


? I ‘HE article entitled “Higher Financ- 


ing Costs for Utilities,” which be- 
gins on page 78 of this issue, is a very 
thoughtful inquiry into the financing 
needs of the utility business at this time. 
It is the contribution of a veteran life 
insurance company executive who has 
made a career of appraising utility secur'- 
ties from the institutional investor’s point 
of view. 


Fercus J. McD1armip, author of this 
article on utility financing costs, is vice 
president of The Lincoln National Life 
Insurance Company of Fort Wayne, In- 
diana. This is an organization which he 
joined three days after he received his 
university degree from the University of 
Toronto in 1928. Thereafter, he spent 
several years in life insurance actuarial 
work, becoming a Fellow of the Actuarial 
Society of America and a Fellow of the 
American Institute of Actuaries, He 
later transferred to the investment field. 
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“..and here’s how 
the IRVING 
can help.” 
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Do you have a special problem in utility financing? This Index 
tells at a glance how Irving Trust Company may be of help. 


You probably know the Irving aids to executives in the complex 
Publie Utility Round 


may very well be acquainted with our 


Tables and __ field of utility financing. 
New approaches to problems you 


monthly Security Price Data Sheets. are now studying may be suggested 





Working daily with utility com- 
panies and in close touch with the 
financial community, we are in a 
position to offer a number of special 


by our new booklet, “Index of Bank 
Aids for Public Utilities.” 
write to Irving Trust Company at 
One Wall Street for a copy. 


Simply 


IRVING TRUST COMPANY 


ONE WALL STREET . 
Capital Funds over $122,000,000 


Witurasm N. Enstrom, Chairman of the Board 


NEW YORK 15, N. Y. 


Total Resources over $1.200,000,000 


Ricuarp H. West, President 


Public Utilities Department — Joun F. Cutips, Vice President in Charge 


, MEMBER FEDERAL 





DEPOSIT 


INSUBANCE CORPORATION 











8 PAGES WITH THE EDITORS (Continued) 


fp opening article in this issue 
comes to us from one of the best- 
known and best-loved personalities in the 
independent telephone field. He is 
Cuarces F, Mason, chairman of the 
board of directors of the General Tele- 
phone Company of California and presi- 
dent of the California Independent Tele- 
phone Association. MAson was born in 
the little town of Leamington, England, 
in 1882, on the Avon river, just across 
from the home of Shakespeare. He was 
the youngest of sixteen children, now 
scattered all over the British Empire. But 
Mason confesses “I cut my ties with the 
old country at the age of six—consum- 
mated the deal with America in 1910 
when I became a full-fledged citizen.” He 
started to work as a messenger boy with 
the old Postal Telegraph Company and 
drifted into the telephone business with a 
favorite “boss” who went West shortly 
after the San Francisco fire to put to- 
gether the Bell system organization, 
which has since become the Pacific Tele- 
phone & Telegraph Company. Mason 
left the Bell system to start his own tele- 
phone company in the Santa Monica re- 
gion, which has since been reorganized 
to become the largest independent (non- 
Bell) telephone company in the United 
States, as well as the largest subsidiary 
of the General Telephone Corporation. 


xk * * x 


ii these days of transit system diffi- 
culties so prevalent throughout the 
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United States on both municipal and 
private company lines, it is a relief to hear 
about even a moderate success story. But 
a 25-year record of transit regulation in 
a large city, with continued cordial rela- 
tions with the city government, is cer- 
tainly well worth recognition. Such seems 
to be the case in Cincinnati, where transit 
operations continue under the same pri- 
vate company management and a fare 
agreement which was made with the city 
fathers many years ago. 


CINCINNATI happens to be the native 
city of the author of this article, GzorcE 
W. KerrH, free-lance writer and shrewd 
observer, whose incisive writings have 
attracted favorable attention from our 
FoRTNIGHTLY readers. Mr. KEITH has 
written for a number of publications, in- 
cluding The Saturday Evening Post, and 
lighter sketches for radio, musical come- 
dies, and vaudeville acts. He has also 
done features for metropolitan dailies and 
worked on revision of the United Nations 
Charter. 


* * * * 


Lso in this issue, beginning on page 
95, is another one of Henry F. 
UNGER’s popular personal interviews 
with a utility employee. Mr. UNGER al- 
ready has told us about how the gas main- 
tenance man feels about his job. This 
time he tells us about the skillful utility 
worker who installs the power lines on 
70-foot towers so that service may be 
brought to residential areas, industrial 
plants, and agricultural communities. Mr. 
UNGER is a professional writer, educated 
at John Carroll University in Cleveland, 
and is a graduate of the University of 
Western Ontario. During World War II 
he served with both the Army and the 
Navy, writing publicity for service jour- 
nals. His articles have frequently ap- 
peared in business and trade, as well as 
popular, magazines. He is now living in 
Phoenix, Arizona. 


THE next number of this magazine 
will be out July 30th. 
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emington Rand introduces the 
* RA 1103 eeneral-purpose computer syste 
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1 ADVANCED LOGICAL AND ENGINEERING FEATURES 
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CCOMMODATES WIDE OPTION OF i 

¢ birecr INPUT-OUTPUT DEVICES High-speed computatio 

0 Punched-card equipment 

d Communications circuits 






Punched-paper and magnetic tapes oF 


Process-actuating mechanisms 
High-speed printers 
e Graphic visual displays 


: peexioe DATA REPRESENTATION 
Alphabetic and numeric data in any code 
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AUTOMATIC DATA REDUCTION 


/ 


Powerful instruction repertoire lh 
Flexible two-address logic 


| NEXCELLED RELIABILITY AIR TRAFFIC GUIDANCE & CONTROL 


Components of service-proved design 
Preventive diagnostic features 
Integral air conditioning 


NHERENT HIGH SPEED AND LARGE CAPACITY 


Coordinated electrostatic and magnetic drum storage 
Magnetic tape storage 
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OW DATA-PROCESSING COST 


For complete information about the application of the 
ERA 1103 to your problems, write on your business 
letterhead to Room 2952, 315 Fourth Ave., New York 10. 






AUTOMATIC PROCESS CONTROL 
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Coming IN THE NEXT ISSUE 


HOW WOULD A RECESSION AFFECT UTILITIES? 


The impact of even a mild recession on the earnings of regulated utility 
companies would depend upon both its intensity and duration. Even so, 
there would be offsetting compensations. Ernest R. Abrams, New York 
financial analyst, answers some important questions to be considered in 
the event of a recession at any time in the indefinite future. He gives 
primary consideration to electric utilities and their vast commitments for 
plant expansion and reserve margin. 


SIMPLIFYING UTILITY REPORTS TO FEDERAL AGENCIES 


The statistical needs of the Federal government have grown from a simple 
decimal requirement to the status of thousands of questionnaires. But no 
material benefits are claimed by the industry from the many reports reg- 
ularly required by the regulatory agencies. W. B. Bourne, Jr., vice presi- 
dent, Commonwealth Services Inc., and a member of the Advisory Council 
on Federal Reports, gives a detailed description of the relationship between 
the Bureau of the Budget and the Advisory Council, which is said to be 
significant and unique. 


THE RISK OF IRRESPONSIBLE INVESTIGATIONS 


Among current governmental practices, none has fewer standards and safe- 
guards than legislative investigations. Such investigations pose a potential 
threat to the utilities. In recent years the industry has set a national example 
among economic groups in fulfilling its responsibility to present its case 
on pending policy questions. Frederick G. Dutton, assistant counsel, South- 
ern Counties Gas Company of California, says the challenge to take a 
stand now for constitutional liberties is a matter of both public service and 
self-preservation. 


THE FUTURE OF UTILITY OWNERSHIP 


The fact that most of our electric power supply in the United States con- 
tinues to be derived from privately owned utilities is proof that that is the 
way most people want it to be. But Alfred M. Cooper, author of business 
articles, resident in California, thinks there can be no question that the 
intent of the Federal government during the past two decades—up to last 
January—was eventual socialization of the electric power industry. To what 
extent has this changed? Wheat, in short, is the real future of utility owner- 
ship under the broad policy directives now being developed? 


* 


A | SO .. « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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WHY PAY DOUBLE? 


No MatTer what you spend money for today, efficient and economical method of bill 
it pays to take a closer look at the price tags. analysis. 

There are, for instance, two waysof compiling po¢ If you use punched cards for billing, we are 
an identical bill analysis. also equipped to make your analyses from them 
Saves 50% in time and money! 


<a 


1. The high-cost way. You temporarily ac- 
quire, train and supervise a large clerical 
force. Completing the analysis job may take 
weeks; usually does. 






2. The low-cost way. You simply call us in 
and we turn out the job in a relatively short 
time on specially designed Bill Frequency 
Analyzer machines. The cost to you is often 
Y, the expense of having the work done in 


your offices. ; ; 4 | 
Send for the booklet, “The One Step Method This Bill Frequency Analyzer—developed especially for 


; a Z : utility usage data—automatically classifies and adds in 
of Bill Analysis, which tells more about this 300 registers—in one step. 


Recording and Statistical Corporation 
100 Sixth Avenue, New York 13, N. Y. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 









Joun H. DEMPSTER 
President, American Savings and 
Loan Institute. 


GeorceE M. HUMPHREY 
Secretary of the Treasury. 


LAuRENCE F, LEE 
Board chairman, Chamber of 
Commerce of the United States. 


Henry D. SMytH 
Member, Atomic Energy 
Commission. 


Davin E. LILIENTHAL 
Former chairman, Atomic Energy 
Commission. 


Davip F. Austin 
Executive vice president, United 
States Steel Corporation. 


BENJAMIN F. FAIRLEss 
Chairman of the board, United 
States Steel Corporation. 


Letanp I. Doan 
President, Dow Chemical 
Company. 
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C4oukble CEnuke 


“There never was in the world two opinions alike.” 


—MOoNnTAIGNE 





eae 
“There is a greater demand for executive ability today 
than there are people to fill the executive jobs.” 


» 


“T tell the men on the Treasury staff, ‘If it’s easy, don’t 
bother with it. The hard things are what are worth doing.’” 


* 


“It has never been more essential that we unite in a 
common purpose and that we assume the responsibility 
of being well informed and of making our views and ideas 
articulate.” 


* 


“Maturity of mind and character, a real sophistication, 
is needed to evaluate ideas by the test of intelligence regard- 
less of their age or novelty, regardless of their popularity 
or unpopularity.” 


* 


“That section [government monopoly over atomic en- 
ergy] must be repealed before anyone can safely and 
properly invest other people’s money in this business . . . 
it was probably a good enovgh provision when it was 
written, but is a deterrent at the present time.” 


> 


“Our adversaries, no matter what the cost to their own 
people, are embarking on an international economic battle 
aimed at one objective—to generate a collapse in the level 
of our business activity. Through such means, they hope 
to alienate the nations of the rest of the free world.” 


> 


“United States Steel has never prospered from Ameri- 
ca’s participation in war. Three times in the fifty-two 
years of our corporate history, the world has been torn 
by war; and on each of these occasions, our business has 
taken a financial beating from the moment our country 
entered the conflict.” 


* 


“What does America need for a new era of production 
and prosperity? Death of the EPT? Fewer foreign obliga- 
tions? Labor peace? Sound dollars? Yes, probably all of 
these and many more. But most of all it needs courage, 
optimism, public consciousness, faith in God, and confi- 
dence in self, not locked within but radiating from the 
hearts and minds of her business leaders.” 


12 
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Special abilities are needed in the handling of financial 
printing. Ours result from over 35 years of serving 
an extremely broad and varied list of customers. 
Resourcefulness and imagination spark the will and 
capacity to do things better. Impressive benefits resulting 
from superior facilities will justify your choice of 


L , N  « 0 L Re financial printers 


NEW YORK (6): 130 Cedar Street * WOrth 44 
CHICAGO (5): 732 Sherman Street * WAbash 
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Specialized service in all 

documents relating to 

corporate finance and 
stockholder and public relations. 
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Justrite Yellow Flash 8 


Meets every flashlight need. More than 7000 candle power. 
Throws % mile of bright, white light. Ideal for maintenance, 
trouble shooting, etc. ie 6-volt power as much larger lan- 
terns—yet compact enough to fit into tool chest, glove com- 
partment, etc. Uses 8 standard cells. Adjustable swivel head 
and handy square shape leave both hands free for work. 
Rug: steel construction, flame red and bright yellow rust- 
proof baked enamel finish. Model No. 2108. 



















14 REMARKABLE REMARKS—( Continued) 





H. Bruce PALMER 
President, Mutual Benefit Life 
Insurance Company. 


F. W. H. BEAuCHAMP 
Western area vice president, 
Transportation Association of 
America. 


Ezra Tart BENSON 
Secretary of Agriculture. 


Henry E. Forp 
Director, development department, 
E. I. du Pont de Nemours & 
Company. 


RicHarp E. Comps 
Chief counsel, California State 
Senate Committee on Un-American 
Activities. 


McGrecor SMITH 
President, Florida Power & 
Light Company. 


WitiraAM M. Tuck 
U. S. Representative from 
Virginia. 


SINCLAIR WEEKS 
Secretary of Commerce. 
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“Democracy and individualism are practically synony- 
mous, and with them Americanism, so why don’t all of us 
attempt to strengthen the fibers of that Americanism, right 
down within our very selves.” 


. 


“Socialism can never become entrenched unless and until 
its proponents capture the ownership or control of trans- 
portation. What we have to do is keep transportation pri- 
vately owned and competitive.” 


aa 


“We must have the courage to stand against undue gov- 
ernmental paternalism and the cowardly cry that ‘the world 
owes me a living.’ Nobody owes us anything for crops we 
do not grow, goods we do not produce, or work we do 
not do.” 


* 


neither asks, nor has re- 


“ 


Business management 
ceived, nor expects to receive favors or special considera- 
tion from the government. All it desires is the chance to 
go forward, without unnecessary interference, to increase 
our productivity for the greater good of all.” 


* 


“There is no such thing as an inactive, dormant Com- 
munist. It would be utterly impossible for a university 
professor or teacher to be a Communist and at the same 
time not endeavor to indoctrinate others, to reorient courses 
to carry out the party line, and to do everything in his or 
her power to further the Communist conspiracy.” 


* 


“The government, with one-seventh the capacity of the 
private companies, carries only one-six hundredth of the 
tax load. It would have to pay 25 times as much to be on 
an equal footing with the private companies. Stated an- 
other way, with 12 per cent of the capacity, Federal power 
carries less than one-half of one per cent of the tax load.” 


aa 


“With the leadership and encouragement to which the 
people are entitled, we must drive from the structure of 
our national life, whether it be in the field of labor- 
management relations, or in others, any lingering termites 
of selfish interest and un-Americanism. Restoration of the 
states to their proper role in this undertaking will speed 
the attainment of the common goal.” 


* 


“Build a machine gun and what happens? It either rusts 
in a warehouse or blows up on a battlefield. Beyond pro- 
ducing a higher standard of killing, it has no value. Build 
a washing machine and this happens: It takes the drudgery 
out of some woman’s life. Other women so want to share 
her ease that they buy washing machines for themselves 
—thus creating a higher standard of living.” 
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Water Heater Control 














(Lompare this modern A-P Model 50 Gasapack with 
many of today’s old-fashioned methods of gas wa- 
ter heater control. You'll see the difference in sim- 
plicity, space-saving, reduced assembly and service 
costs. 

All necessary controls — main and pilot cocks, 
pilot filter, 100% automatic shut-off safety pilot, auto- 
matic main valve — are combined in one fully auto- 
matic unit that provides close, even water tempera- 
tures. It’s suitable for use with all gases . . . manu- 
factured, natural or L-P. What's more, the temperature 
sensitive contact type thermo-bulb eliminates a spud 
fitting. That means no leakage, no danger of water 
entering gas line or gas mixing with water. No wonder 
users say it’s the greatest automatic control for water 
heaters ever offered. 

For better product performance, more customer 
satisfaction . . . yes, more profits ... get all the facts 
about this trouble-proof A-P control valve. Write for 
bulletin G18. 


A-P CONTROLS 


















Model 50 Gasapack can be mounted integrally with the 
burner so that the complete assembly can be installed 


or removed for service as one single unit. 


CORPORATION 


2470 N. 32nd. St., Milwaukee 45, Wisconsin 


@ In Canada: A-? Controls Corporation, Ltd., 
Cooksville, Ontario 
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INVESTIGATIONS 
REPORTS 
FINANCING 
ACOUNTING 
TAXES 
INSURANCE 
PENSIONS 
DEPRECIATION 
VALUATIONS 
ONSULTING & DESIGN ENGINEERING 
RATES 

PURCHASING 

INDUSTRIAL & PUBLIC RELATION: 
ADVERTISING 

GAS CONVERSIONS 











A SOUND RATE STRUCTURE 
is the key to adequate earnings 


Basic economic analyses affecting pricing policy 

Analysis of factors influencing rate design 

Studies involving rate base, cost of money, rate of return 
Preparation and presentation of expert testimony in rate proceeding: 
Cost of service analyses 


Continuing research and reports on economic, commercial 
and engineering developments affecting rates 
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Write for our booklet describing our services. 
Address: Commonwealth Services Inc., Department E, 
20 Pine Street, New York 5, N. Y. 
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THESE PEMGO rrovucrs SAVE YOU MONEY. j 







THE PENGO 


EARTH AUGER THE PENGO 


CUTTING 
HEAD 
* Easy installation— 


welds to your present 
helix. 









STO THIS 


* Bores where you 
never could before! 


* Wearing parts are 
replaceable on the job 
and are interchangeable with PENGO Auger 
parts. (Described at left.) 


*« Twin helix—no back thrust! 


* Bores true, clean holes in any soil, most 
sandstones and hardpans, frozen ground, 
permafrost! 

*« Made in I! sizes, 8" to 24" diameters. 


* All wearing parts replaceable on job! Larger sizes on order. 


* Made in 22 sizes, 9"' to 72" hole diam- 
eters, to fit all makes of heavy-duty earth 





boring machines. Larger sizes on order. | THE PENGO 
ee + WISDOM TOOTH 
* All PENGO Augers and Cutting Heads are equipped withthe “Get the PENGO 
drive-on PENGO Wisdom Tooth, specially designed for use on WISDOM TOOTH— 
earth augers; cast from special abrasion and shock-resistant steel It knows how to 
alloy for far longer service life! bore holes!” 
3& SAVE HOURS... SAVE DOLLARS! 
W!TH | 





PENGO 72727” 


ANCHOR AUGERS 





Especially designed to bore holes 
for EXPANDING ANCHORS 


* Double-helix cytting head eliminates back-thrust, 
quickly bores true and clean. 

* Triple-flight single helix carries bigger load of dirt 
from hole... you can complete a hole with less than 
half the trips down and up! 

* Extra-long auger with small-diameter center shaft 
leaves plenty of room for dirt and rocks...no clog- 
ging or jamming]! 








‘ sil 


*% Uses same fast-cutting replaceable PENGO Pilot 
Bits and PENGO Wisdom Teeth used on all PENGO 

4 Earth Augers and PENGO Cutting Heads. 

* Available in 9”, 11” and 13” diameters for 8”, 
10” and 12” expanding anchors, respectively, to 
fit all popular makes of earth-boring machines. 


>? ORDER NOW — OR WRITE FOR 
FREE LITERATURE, PRICES 


GET THE PENGO 


Wis dom foot 


iT KNOWS HOW 
TO BORE HOLES 





_ENGINEERING CO, 
MANUFACTURERS 


SANTA CLARA, CALIFORNIA 
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LEFFEL Hydraulic Turbine 


... @ Standard of quality since 1862 





Leffel hydraulic turbines have mean 
quality since the first Leffel turbine wa 
built in 1862. In the years following 
that time the plant has been moder 
ized, and the newest equipment ha 
been added. But that original polic 

of integrity and quality, begun ove 

91 years ago, has remained unchanged 

A Leffel turbine is still designed and 
manufactured to give decades of serv. 

ice (there are Leffel turbines in useleme 
today which were installed over half alm F 
century ago). Time has shown that the ) 
quality features of a Leffel turbine pay 
dividends in dependability and eff. 


ciency for the power plant. 


The turbine installation in a hydraulic 
power development must give many 
years of reliable service. With Leffel 
turbines you can be sure. Write, wire 


or phone today. 


THE JAMES LEFFEL & CO. 


DEPARTMENT Pe¢ SPRINGFIELD, OHIO, U.S.A. 


oS HYDRAULIC POWER FOR SI YEARS 
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Dies 1946 Leoce- Nettie AC-DC Iter- 


SOME OF THE MANY UTILITIES nator Systems have been delivering un- 
USING THE LEECE-NEVILLE matched performance. On 2-way radio 
_ cars and trucks...or wherever current 
ALTERNATOR SYSTEM . demands are high, L-N’ Alternators give: 


25 to 40 amps with engine idling } 
“e ample capacity to carry the 
entire electrical accessory load 
Central Arizona Light & Power Co. e fully charged batteries sg 
Kansas Gas and Electric Co. x ea e better radio operation 
San Diego Gas and Electric Co. : There are L-N Alternator® Systems. rated 
Kansas City Power & Light Co. e a “at 50. amps and) 195 jomps for 6-volt. sys- 
Arkansas Power & Light Co. Ho EMS; 60 fo 150 amps for 12-volt systems. ; 


Monroe County Electric Coop. ; j 
Pennsylvania Power & Light Co. ; 


Southwestern Public Service Co. 


Ozarks Rural Electric Coop. * “Ask us to arrange a demonstration ‘of the 
Illinois Bell Telephone Co. 4 ~ LN Alternator for your fleet. Or Write for 
.all the ‘facts. The Leece-Neville Company, 

-. Cleveland 14, Ohio. Digitale in princi-. rs 

_ pal cities... Service Stations e K 


you CAN 
RELY on 
/ Bele - 
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A 7,000,000 HP 
Success Story 


Interior view of spiral casing at Norris Dam 


Achievements of Newport News personnel tracts with an aggregate rated output in 
in designing and building water power excess of 7,000,000 horsepower. 
equipment during the past thirty years Other essential equipment including pet 
reflect a high integration of skill and pro- stocks, spiral casings, valves, pumps, gates 
duction facilities. and rack rakes are also designed and built 
Answering demands for hydraulic turbines by Newport News. 

rated as high as 165,000 horsepower and_ An illustrated copy of our booklet,“WATER 
as low as 500 horsepower, this trained POWER EQUIPMENT,” will be sent to 
organization has successfully filled con- you upon request. 


SHIPBUILDING AND 
NEWPORT NEW DRY DOCK COMPANY 


Newport News, Virginia 
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This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 
The offering is made only by the Prospectus. 


$ 35,000,000 


New York Telephone Company 


Refunding Mortgage 3%% Bonds, Series G 


Dated July 1, 1953 Due July 1, 1984 


Price 102.65% and accrued interest 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


HALSEY, STUART & CO. Inc. 
BEAR, STEARNS & CO. SALOMON BROS. & HUTZLER 


A. G. BECKER & CO. BLAIR, ROLLINS & CO. DICK & MERLE-SMITH 


INCORPORATED INCORPORATED 


LADENBURG, THALMANN & CO. L. F. ROTHSCHILD & CO. 


SCHOELLKOPF, HUTTON & POMEROY, INC. SHIELDS & COMPANY 


WEEDEN & CO. WERTHEIM & CO. 


INCORPORATED 


WM. E. POLLOCK & CO., INC. WILLIAM BLAIR & COMPANY 


AUCHINCLOSS, PARKER & REDPATH BAKER, WEEKS & CO. 
GREGORY & SON SHEARSON, HAMMILL & CO. 


INCORPORATED 


June 24, 1953 
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Serving the public 
and industry 
24 hours a day! © 


The Manufacturers Light and Heat Compan 


United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 
Big Marsh Oil Company 
Central Kentucky Natural Gas Company 
Binghamton Gas Works 
Cumberland and Allegheny Gas Company 
Home Gas Company 
The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
The Preston Oil Company 


nt eed 
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Barber-Greene DITCHERS 


For Lowest Cost .. 
Per Foot of Trench 


IN ANY SOIL... ANY TIME OF YEAR 


ear-round utility makes B-G Ditchers favorites everywhere. Advanced features include 
he exclusive Vertical Boom that permits digging right up to walks, foundations, 
other obstructions, leaving no ramp .. . the milling action of the fast moving, closely 
spaced buckets that cut through coral, frozen ground, asphalt pavement .. . the over- 
load release that slips when overload occurs, automatically resets itself. 


Model 44-C > | 


Heavy-duty, full crawler mounted. Cuts to 
8'3" deep, 24” wide. Adjustable grade in- 
dicator. Follow-up scraper. Adjustable spoil 
conveyor discharges to either side. Replace- 
able digging teeth. Power boom hoist for 
instant control of Vertical Boom. 





1 


Combination of exclusive Hydra-Crowd and 
Fluid Drive transmission offers new operat- 
ing advantages. New, curved, reversible 


insert teeth last 3 to 5 times longer. Pneu- 
matic tired, travels at 15 m.p.h. One-man 


operation. 


Barber-Greene 


Aurora, Illinois, U.S.A. 





July 16, 1953 


——— 
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Georgia Power Company Plants use 


Ss gs.4 PLANT YATES 
& 


Exide-Manchex “*; 


at i 


BATTERIES 


A typical Exide-~-Manchex installation. 


Here are four generating plants of the 
Georgia Power Company that are 
equipped with Exide-Manchex batteries. 


Plant Yates works twenty-four hours a 
day, seven days a week. Each of its three 
generators has a capacity of 100,000 
kilowatts. Plant Mitchell has a possible 
total capacity of 125,000 kilowatts... 
the Sinclair Dam plant, located on the 
Oconee River, will produce 45,000 kilo- 
watts . . . and Plant McManus is designed 
for ultimate expansion to four steam- 
electric generating units of 40,000 kilo- 
watts each. 


In addition, Georgia Power Company will 
soon complete a 300,000 kilowatt capacity 
steam-electric plant, Plant Hammond, on 
the Coosa River near Rome. A 60 FME-21 
Exide-Manchex battery will be installed. 


PLANT 


SINCLAIR DAM 





EXIDE-MANCHEX BATTERIES ARE PREFERRED 
BY MANY UTILITIES BECAUSE THEY ASSURE: 


POSITIVE OPERATION: Dependable performance 
at ample voltage with no switchgear failures. 
INSTANTANEOUS POWER: High rates for switch- 
gear operation with adequate reserve power for all 
other control circuits and for emergency lighting. 
LOW OPERATING COST: Extremely low internal 
resistance. 
LOW MAINTENANCE COST: Water required about 
twice a year. No change of chemical solution dur- 
ing life of battery. 
LOW DEPRECIATION: Sturdy, long-life construc- 
tion. 
GREATER CAPACITY in a given amount of space 
avoids overcrowding. 

_ . 7 
Various sizes and types of Exide Batteries are 
available in plastic containers. 
Exide-Manchex is your best battery buy for all 
control and substation services. 


1888:;:.DEPENDABLE BATTERIES FOR 65 YEARS...1953 


THE ELECTRIC STORAGE BATTERY CO., Philadelphia 2 « Exide Batteries of Canada, Limited, Toronlo 


“EXIDE” and “MANCHEX” Reg. T.M. U.S. Pat. 0f 
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International ye Kf Electrical Leagues will hold annual meeting, San Fran- 















































16 cisco, Cal., Aug. 5-8, 

17 F § Edison Electric Institute, Industrial Relations Committee, and Wisconsin Utilities 
Association, Personnel Section, begin joint meeting, Green "Bay, Wis., 1953. 

= 

18 Sa § American Transit Association will hold annual convention, Los Angeles, Cal., fe) 

N Aug. 10-12, 1953. 

19 S § Tennessee Liquefied Petroleum Gas Association begins annual convention, Nashville, 
Tenn., 1953 

—— 

20 M | § American Bar Association will hold annual convention, Boston, Mass., Aug. 23-28, 
953. 

SSE 

21 T« § Appalachian Gas Measurement Short Course will be held, West Virginia University, 
Morgantown, W. Va., Aug. 24—26, 1953. 

22 W § American Trade Association Executives ends 3-day annual meeting, Atlantic City, 
N 3. 

23 T* | § American Institute of Electrical Engineers will hold Pacific general meeting, Van- 
couver, British Columbia, Canada, Sept. 1-4, 1953. 

24 F § Western Summer Radio-Television and Appliance Market ends 5-day western mer- 
chandise mart, San Francisco, Cal., 1953. 

25 S- { American Water Works Association, Minnesota Section, will hold annual meeting, 
Winnipeg, Manitoba, Canada, Sept. 1--5, 1953. 

q Kentucky Liquefied Petroleum Gas Association begins annual convention and 

26 S trade show, ‘anehee e Ky., 1953. 

27 M Michigan “ws ye Telephone Association will hold annual convention, Grand 
Rapids, Mich., Sept. 3, 4, 1953. 

23 T* { Pacific Coast Gas Association will hold meeting, San Francisco, Cal., Sept. 9-11, 1953. 

{ American wee, Works Association, New York Section, will hold annual meeting, 
29|W Lake Placid, N. Y., Sept. 10, 11, 1953. 
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Courtesy, General Telephone Company of California 
Photo by John D. Gorin 


West Coast Telephone Building Reminiscent of Old Seville 


Offices and residences in Santa Barbara, California, follow architectural 
lines of Spain’s renaissance pericd. 
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Public Relations Needs of the 


Telephone Industry 


This veteran leader of the independent telephone industry in 

California gives some down-to-carth views on the future of the 

telephone business, and particularly the smaller companies. He 

stresses the part which public relations should play in the 
progress of these companies. 


By CHARLES 


YEAR ago, the nation was faced 
with a year of decision. This 
was primarily of a political na- 

ture. But it also involved so many 
consequences to business, including 
our own telephone business, that for 
us, too, it was clearly to be a year of 
decision. 

These changes are manifest on 
every hand. A year ago we were wor- 

*President, California Independent Tele- 
phone Association and chairman of the board, 
General Telephone Company of California. 


For additional personal note, see “Pages with 
the Editors.” 


F. MASON* 


ried about material shortages and 
other emergency controls on our op- 
erations. Today these shortages and 
controls are virtually ended. A year 
ago we had in Washington an admin- 
istration which openly encouraged a 
drift toward creeping Socialism and 
public ownership, which threatened to 
engulf our public utilities even as it 
already has infiltrated the electric util- 
ity business. Today, the outlook in 
that direction seems to be changed en- 
tirely. We have in Washington today 
an openly declared intent on the part 
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of the Federal government to strength- 
en and improve our business-managed 
tax-paying enterprise system. It is 
pledged to stop further competitive ad- 
ventures by government into the field 
of business. We also have now in 
Washington a Federal government 
pledged to balance the national budget 
and reduce taxes as soon as it can be 
done consistently with a balanced 
budget. 

These changes are all encouraging 
to every one of us seriously engaged in 
business enterprise, especially to those 
company management people trying to 
get along, meet payrolls, pay their bills 
and their taxes, and perhaps have a 
little left over for the owners of the 
business. 


B” we must keep in mind that they 
are only changes in direction. 
They could change again in another 
four years, or before that. And one 
of the main tasks which we of the 
telephone business in California face 
today is to make good use of this 
time. It is the need of consolidating 
our position while the favorable at- 
mosphere still prevails. We must 
seize this opportunity for improving 
our service position, or at least catch- 
ing up with our responsibilities. It is 
at best a period, or promise of a pe- 
riod, of sunshine, in which we must 
make hay in the form of solving our 
service problems. 

And what are these problems? If I 
were to ask a cross section of my 
friends in the industry at random what 
they consider to be the three most 
pressing problems facing the telephone 
business today, I think the answers 
would be similar. I think most, if not 
all of those questioned, would answer 
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— in one form or another — rates, 
service, and plant financing. Some of 
you might change the sequence to 
service, rates, and plant financing. But, 
after all, the question of which comes 
first, good service or fair rates, is as 
old and as difficult as that other old 
question about the hen and the egg. For 
practical purposes it seems to me we 
must have both, and arguments about 
priority are entirely academic. 

Of course, when we say the indus- 
try’s three main problems are rates, 
service, and plant financing, we have 
inclusively generalized, or telescoped, 
in those three points a host of sec- 
ondary problems, such as high taxes 
and other expenses, employee recruit- 
ing and training, and so forth. But 
there is one factor which runs like a 
bright red thread through all of these 
problems, both primary and secondary. 
It is a factor which I greatly fear we 
have neglected in the past, particular- 
ly in this independent branch of the 
telephone industry. I refer to the 
need for the establishment and main- 
tenance of good public relations. 


| ore relations is to business what 
faith is to religion. Without it we 
can do nothing very effectively or for 
very long. I wonder if we always 
realize, for example, that every formal 
rate case has to be tried twice—once 
before the public utilities commission 
and once before the bar of public 
opinion. And it is quite possible, 
through a neglect of public relations, 
to obtain a favorable decision in a rate 
case before the commission and still 
lose our case as far as the good will 
of the public is concerned. This hap- 
pens whenever it has not been made 
perfectly clear to the understanding of 
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a majority of the people affected that 
such a rate increase is fair and 
justified. 

The same thing holds true of our 
service problems and our problems of 
financing. These problems become 
easy when the friendly good will and 
co-operation of the public are obtained. 
But this public confidence can never 
be obtained without constant and 
careful cultivation of popular under- 
standing and acceptance, whether we 
are appealing to the customers on a 
rate or service matter or to the invest- 
ing public for financing. 

I was gratified to note that at the 
recent executive conference of the 
United States Independent Telephone 
Association, held in Chicago last May, 
special attention was paid to this mat- 
ter. I knew that state independent 
telephone associations, such as in 
Ohio, are making special effort and 
undertaking special programs along 
this line to make our independent in- 
dustry better known and liked. 


I 


F there were any doubt in our minds 
about the need of improving the 
public relations of our industry, the 
very fact that a majority of the peo- 
ple in this country do not even know 
we exist, should remove that doubt 
very quickly. Ask any ten people in 


z 


“PuBLic relations is to business what faith is to religion. 
Without it we can do nothing very effectively or for very 
long. I wonder if we always realize, for example, that every 


q 


succession you might meet at random 
on the street and you will get a nega- 
tive answer as far as the majority of 
those questions are concerned. 

And even the minority of the peo- 
ple who are aware that there does ex- 
ist in this country an independent 
telephone industry, separate and dis- 
tinct from the Bell system, are likely 
to have a distorted idea of the kind of 
service we give. Those who read that 
article in Collier’s magazine last win- 
ter know very well what I mean. I 
mean the tendency to regard the inde- 
pendent telephone companies as back- 
ward, if not actually freakish survivors 
of a primitive service which prevailed 
in this country thirty years ago or 
more. 

Now it is understandable that these 
magazine writers naturally turn 
toward the picturesque accounts of 
the business because that makes read- 
able copy. People are amused by ex- 
aggerated tales of the whoop-and- 
holler wall sets, with their hand cranks 
and their community visits on the line 
whenever it was in working order. But 
we of the industry should not be 
amused. We have spent too many mil- 
lions of dollars of our investors’ 
money in modern plant equipment— 
we have too good a record of progres- 
sive pioneering, which goes back al- 


formal rate case has to be tried twice—once before the 
public utilities commission and once before the bar of public 
opinion. And it is quite possible, through a neglect of public 
relations, to obtain a favorable decision in a rate case before 
the commission and still lose our case as far as the good will 


of the public is concerned.” 
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most sixty years, to think that this 
kind of wrong publicity is funny. It 
may be funny to the readers, but the 
joke is on us and it shows we have our 
job cut out for us to give the public 
the true story and the real picture. 


I SUPPOSE there are many definitions 
of public relations. But I like the 
simple definition which is suggested by 
the two words themselves. Public re- 
lations means having relations with 
the public. It is an inescapable fact— 
you cannot avoid it. You must have 
some kind of relations with the public, 
just as you must have some kind of re- 
lations with your family, or in-laws, 
or neighbors. These relations may be 
good, bad, or indifferent. But they 
must exist in some form or another. 
The only people who have no relations 
with the public whatever are either 
dead or confined to some institution. 

That may seem like a rather ele- 
mentary observation. But it is neces- 
sary for us in the business world to be 
constantly aware of this inevitability 
of public relations. And whether they 
be good, bad, or indifferent, to realize 
that everything we do, day in and day 
out, is having a continuous effect in 
some way or another upon this steady 
flow of relationship between our busi- 
ness and the public. 

That means that the cultivation of 
good public relations is a full-time, 
year-round job. 

We cannot practice good relations 
two or three days a week and forget 
about it the rest of the week. And it 
is not a responsibility which the busy 
management can kiss off by delegat- 
ing it to some hired expert or company 
vice president, just as he would con- 
tract the construction of a garage or 
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the handling of a lawsuit. Good pub- 
lic relations is everybody’s job, every- 
body on the payroll, twenty-four hours 
a day and 365 days a year. It is a re- 
sponsibility that does not cease en- 
tirely even when we leave our office at 
night. We never know when we walk 
down the street in the evening, or per- 
haps are away on a vacation, when we 
may be called upon by word or deed 
to influence somebody’s understand- 
ing and opinion of our industry. 

I say this with full recognition of 
the superb job our public relations 
specialists are doing on their assigned 
tasks. What I am trying to say is that 
they need our help. 


oer relations program is, of 
course, a special effort to give 
our business a better appeal, a brighter 
appearance, so to speak, to the public 
eye. We all know, for instance, that 
when we see two loaves of bread ina 
store, one wrapped in a bright, cheer- 
ful package and the other plainly or 
poorly packaged, we have a natural 
inclination to buy the loaf in the color- 
ful wrapping. Even if we knew fora 
fact that both loaves were equally 
good, equally fresh, we would prob- 
ably pick the smartly packaged article. 

A public relations program 1s 
something like a bright package, de- 
signed to make our product—our serv- 
ice—more appealing to the customer. 
But of course we must have a good 
product inside the package. Any 
grocer will tell you that a pretty pack- 
age will not sell a poor product, at least 
not for very long. The same goes fora 
public relations program. If we have 
a substandard service, or a rate policy 
which cannot be fairly justified, a pub- 
lic relations program will only show 
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The Telephone Industry’s Toughest Job 


667 i Sopay, the telephone industry's main, over-all problem . . 


. lies 


in the great, uncharted field of human relations. In a word, it 

consists of convincing the people of this country, including the indus- 

try’s own employees, that the same system which has been so successful 
in the past should be continued.” 





up our defects. The first step in any 
public relations program, therefore, is 
to see to it that our service and rate 
structure and financing policies can all 
be honestly “sold” or promoted in an 
attractive public relations package. 


ny, our independent tele- 
phone industry today is such that 
only in a comparatively few and rare 
instances do we find situations that do 
not either lend themselves readily to a 
good, sound public relations program, 
or could be made so with minor 
changes and corrections. And in this 
respect it is not always wise to stand 
too much on strictly legal rights. 
Sometimes a few hundred dollars 
worth of plant improvement will clear 
up a service problem quicker and more 
completely than thousands spent on 
defensive proceedings before the com- 
mission or elsewhere. Again I say 
that it is possible to obtain a favorable 
decision in a case before the commis- 
sion and still lose it with the public. 


And when we lose a case with public 
opinion, it is likely to stick for a long 
time. One can appeal from a commis- 
sion order, but there is no appeal from 
the verdict of the public. Service im- 
provement is a job that is never fin- 
ished. As Bruce Barton once said, 
“When you’re through changing, 
you’re through!” 


Sarg of service problems as a 
whole, there is no doubt that tele- 
phone service in my own state of Cali- 
fornia as elsewhere needs expansion 
and constant improvement and close 
checking by company management. 
One of the more hopeful develop- 
ments since the new administration 
was installed in Washington last Jan- 
uary has been the virtual end of emer- 
gency controls and material short- 
ages, and signs that the galloping price 
inflation which followed the end of 
World War II has finally been 
checked. 

We cannot, of course, be absolutely 
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certain that this will last. But to the 
extent that it does last, our independ- 
ent companies will be given a better 
opportunity to catch up with plant im- 
provement and expansion, which had 
to be deferred for various reasons dur- 
ing the unprecedented postwar de- 
mand for telephone service. 

One of the things which I hope can 
be made clear to the public as the re- 
sult of our public relations effort is 
the terrific pressure under which our 
companies have been operating over 
the last few years to keep pace with 
the demand for new service. It seems 
like every time some companies get 
within sight of catching up on the 
“held order” list, some new housing 
development or community is an- 
nounced with service units running 
into four and five figures, and then we 
have to start all over again. 

In spite of this phenomenal growth 
of which we are all very proud, as true 
Californians should be, it keeps us in 
the position of the Red Queen in Alice 
in Wonderland, running like mad just 
to stay where we are. I am glad to 
note, however, that the held order list 
for the state as a whole seems to be 
almost cut in half over the past year, 
and with good luck and fair breaks it 
should be further reduced in the year 
ahead of us. 


l. qriey benefit which we can at 
least hope to experience during 
the coming year, as the result of the 
recent slowdown in price inflation, is 
the possibility that we can come a lit- 
tle nearer to catching up on our rate 
increases. I am not suggesting by this 
that we can see the end of the need for 
rate increases or anything like it. We 
are too far behind other price increases 
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even to hope for anything like that. 
But it may be that a stabilization of 
general price levels will mean eventual- 
ly more stabilization of payrolls and 
even a reduction in taxes, if all goes 
well with administration plans in 
Washington over the next year or two. 


I SHOULD like to give a brief over-all 
picture of our California service 
situation. Sixty telephone companies in 
California, including the Pacific Tele- 
phone & Telegraph Company, by the 
end of 1956 will have spent more than 
$2 billion in a 12-year postwar build- 
ing program. These companies had 
invested $995,000,000 as of Septem- 
ber, 1952. Telephone growth in Cali- 
fornia has been greater than popula- 
tion growth. The number of tele- 
phones increased 124 per cent since 
1940. 

In addition to adding telephones, 
there has been a steady conversion to 
dial. Ninety per cent of California 
telephones are now dial, as compared 
with a 70 per cent United States 
average. 

On the whole, I feel I can safely say 
that the California general service pic- 
ture is good, with the qualification that 
in cities with heavy defense industries 
and heavy growth the quality of serv- 
ice has varied with degree of inexperi- 
ence of the forces. Our main problem 
seems to be to get enough qualified 
people. Since Korea, high turnover 
and inexperience have been big prob- 
lems in Los Angeles, San Diego, and 
the Bay area. 

The service problem due to lack of 
adequate plant skips around the terri- 
tory and is found in fast-growing 
smaller cities, as well as in industrial 
centers. 
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O™ of the most encouraging com- 
ments from the independent com- 
panies’ viewpoint during the past year 
was the statement made just a couple 
of months ago by the head of our 
General Telephone System, Donald C. 
Power. He took the view that “the 
trend of business and industry away 
from congested big city areas will en- 
hance the future of independent tele- 
phone systems.” Of course, we still 
see in some areas that the number of 
very small, independent companies is 
being whittled down by high costs of 
doing business and of keeping in step 
with technical progress. 

But the growth prospects of the in- 
dependent industry on the whole are 
bright. The deurbanizing of business 
benefits the independents because they 
serve about two-thirds of the nation’s 
geographical area — primarily sub- 
urban, small town, and rural sections. 
Smaller independents are getting to- 
gether in stronger combinations. 

I cannot leave the subject of rates 
and service, however, without regis- 
tering what seems to be my constant 
alarm over the unfairness and dis- 
crimination of excise taxes on tele- 
phone service. 

Dealers in perfumes, furs, jewelry, 
as well as night club operators, are all 
complaining bitterly in Washington 
about the 20 per cent excise tax which, 
they say, is hurting their business. But 
let us never forget that telephone serv- 
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“It is only common sense judgment and our duty to our 
subscribers to ask, AND KEEP ON ASKING, for long overdue 
tax relief. If we do that, and keep doing it, our telephone 


ice, a cost-of-living necessity in this 
day and age, still takes top billing over 
all these other honest, but luxury, 
items. Our subscribers are still paying 
the high excise war tax of 25 per cent 
on toll calls and 15 per cent on monthly 
exchange bills. 

I would be the last one to urge that 
we start rocking the boat for Presi- 
dent Eisenhower, when he is trying so 
hard to balance the budget and econ- 
omize on government spending. But 
we all know that if we say nothing and 
just keep quiet no Congress is ever go- 
ing to come around and voluntarily cut 
these high wartime excise taxes on 
telephone service without our asking 
for it. It is only common sense judg- 
ment and our duty to our subscribers 
to ask, and keep on asking, for long 
overdue tax relief. If we do that, and 
keep doing it, our telephone subscrib- 
ers should be among the first in line 
when tax relief is finally handed out, 
and that is where they certainly ought 
to be. If there is any wisdom to the 
old adage that the “squeaking axle 
gets the grease” I say let us all keep on 
squeaking as loud as we know how. 

6 bs is one other point I should 

like to cover—that is the amount 
of rate relief obtained from the state 
commissions. Except where state laws 
make other provisions, the current law 
of this country, in so far as utility 
earnings are concerned, is probably the 


subscribers should be among the first in line when tax relief 
is finally handed out, and that is where they certainly ought 


to be.” 
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one established by the Supreme Court 
of the United States in the Hope Nat- 
ural Gas Case in 1944 [51 PUR NS 
193]. In its decision, the court estab- 
lished the doctrine of “end result.” In 
effect, it said that it was not the for- 
mula or the lack of a formula that 
mattered. The necessary thing was 
that the end result be reasonable. It 
was not the theory that counted, it was 
the impact on earnings of the action of 
the rate-making bodies. 

When I first heard about this deci- 
sion, I remember feeling considerable 
satisfaction in looking over the case, 
because I arrived at the conclusion that 
a fair “end result” would permit a 
utility company to operate successful- 
ly, to maintain its financial integrity, 
to attract capital, and to compensate 
its investors for risks incurred. Some 
recent decisions in telephone rate cases 
make me wonder. 


I THINK I speak for our independent 
telephone companies, in California 
at least, when I say we believe in regu- 
lation. We would have no complaint if 
regulation resulted in attaining the ob- 
jectives enumerated by the United 
States Supreme Court. But the thing 
that most concerns our company mem- 
bers, both large and small, is the man- 
ner in which some of our rate in- 
crease critics translate these objec- 
tives into dollars of earnings. 

It is considered now an accepted 
fact by our state regulatory commis- 
sion of California, that the proper 
rate base is net original cost. What 
has happened to the idea of fair 
value? When original cost is substitut- 
ed for fair value, stockholders are seri- 
ously injured by inflation, unless some 
compensatory adjustment is made in 
JULY 16, 1953 
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the allowable rate of return. I do not 
contend that telephone company stock- 
holders should be protected against 
normal economic forces which may 
tend to move prices upward or down- 
ward. I am willing to concede that this 
is a risk that goes along with common 
stock. 

But there has been a permanent 
change in the value of our currency, 
brought about partly by its actual de- 
valuation. What justification then is 
there to having investors in regulated 
industries suffer from this permanent 
economic change? It would seem that 
this situation calls for clear and 
courageous action by the regulatory 
authorities if the integrity of our com- 
panies to fulfill their service obliga- 
tions is to be preserved. If the rate 
base formula cannot be altered, cer- 
tainly some recognition of the infla- 
tionary impact should be made in the 
rate of return allowance. 


| teri we can take a great deal of 
satisfaction in the work of our na- 
tional and state telephone associations. 
This work is just another example of 
what United States Senator Mundt of 
South Dakota had in mind when he 
said recently that business associations 
are the very keystone of the free en- 
terprise system, the “keystone in the 
arch we call the American way of life.” 
Business association executives are 
given the opportunity and the responsi- 
bility to maintain that arch. 

How is this done? Through the ex- 
change of “know-how,” co-operative 
effort, joint research, and so forth, our 
American business associations have 
always given to our country real and 
substantial aid in attaining the highest 
standard of living in world history. 
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Where Europe has trade secrets, 
cartels, and government monopoly, 
American business has an amazing de- 
gree of free exchange of industrial 
information. 

This year we can look forward to a 
new era of effectiveness for our tele- 
phone association work. For the last 
twenty years we have been working 
under wraps, so to speak. 

As business people we have been 
blamed for depression, have been the 
object of politically inspired suspicion, 
government restrictions, and high 
taxes. We still labor under a hang- 
over atmosphere from that period, but 
we have at least the promise of a day 
when business will enjoy the full pub- 
lic respect it deserves. Our associa- 
tion work must be geared to hastening 
the advent of this restoration of pub- 


lic confidence. 
|B pony the lifetime of our industry, 
our telephone people still active 
in operating service have seen impor- 
tant problems arise and have seen 
them solved. They have seen the solu- 
tion of research and production prob- 
lems which had to be whipped before 
the telephone could be transformed 
from a laboratory toy into the effort- 
less miracle of communication we 
have today. They have witnessed the 
solution of the delicate problem of ter- 


ritorial adjustments between the Bell 
system and the independent companies. 
They have seen the solution of other 
economic and technical problems for 
creating and bringing the best tele- 
phone service in the world into the 
reach of a far greater number of our 
American people than in all the rest 
of the world combined. These things 


speak for themselves. 
oe the telephone industry’s 
main, over-all problem, as I have 
tried to stress earlier, lies in the great, 
uncharted field of human relations. In 
a word, it consists of convincing the 
people of this country, including the 
industry’s own employees, that the 
same system which has been so suc- 
cessful in the past should be con- 
tinued. 

These things seem to us in the tele- 
phone business so obviously true and 
sound. Yet, gaining public acceptance 
of them may well prove the most diffi- 
cult job ever to confront the telephone 
business. It will take all of the genius 
and resourcefulness which have char- 
acterized the industry’s success to date. 
But in this I know we will succeed, 
just as our great industry has always 
succeeded in bygone years. And so I 
am happy to say that by and large it 
looks like a great year ahead for the 
independent telephone industry. 
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perhaps more than anything else, to further perfect our appli- 
cation of Christian principles. But I think . . . that if we are 
proud to be Americans we can be proud of much more than our 
genius for making automobiles and washing machines.” 
—Levanp I. Doan, 
President, Dow Chemical Company. 
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E are not simon-pure by any manner of means. We 
are subject to all the human frailties and we need, 
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Higher Financing Costs for 
Utilities 
The quality of present sources of new investment 


capital for utility expansion is carefully analyzed by 
the author. His thoughtful comments upon interest 


rates and new demands 


for their reduction are 


worthy of serious attention. 


By FERGUS J. 


T the time this is written A rated 
A first mortgage bonds of electric 
utilities are being sold as new 
issues to yield 4 per cent, and the cost 
of this money to the utilities them- 
selves is slightly higher This repre- 
sents an increase in money cost of well 
over one per cent in the last two and 
a half years and of over one-half per 
cent since early in 1953. The recent in- 
crease has been quite swift, but there 
are some indications that rates have 
stabilized, temporarily at least. 
Preferred stock money now costs 
such a utility about 5 per cent, and 
some have had to pay more. Here 
again an increase of at least one per 
cent in the last two and a half years 
is apparent. 
*Second vice president, The Lincoln National 


Life Insurance Company. For additional per- 
sonal note, see “Pages with the Editors.” 
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The cost of capital constituting the 
upper 70 per cent of the capital struc- 
ture of the typical public utility has 
therefore risen by over one per cent in 
the last two and a half years, and half 
of this increase has been compressed 
into the past four months. It is only in 
the area of common stock financing 
that this increased cost is not reflected. 
Common stocks of electric utilities ap- 
pear to be selling on the average at 
about thirteen times latest reported an- 
nual earnings and to yield about 54 per 
cent on the basis of current dividend 
rates and market values. Common 
stock money can now be raised on a 
considerably more advantageous basis 
than was the case two and a half years 
ago. 

This is in sharp contrast to the 
situation prevailing in the bond and 
preferred stock areas of finance. 
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Reasons for the Change 


U’ to March, 1951, we had an arti- 
ficially rigged government bond 
market. The Federal Reserve was sup- 
porting the price of longest-term U. S. 
Treasury 23 per cent bonds at par or 
above. To do this it had to buy large 
quantities of these bonds in the mar- 
ket. Without going into the intricacies 
of central bank operations, the effect 
of this was to create new money for 
investment in addition to that which 
individuals and corporations were 
willing and able to save. The price paid 
for this policy continued over a decade 
was to approximately cut in half the 
value of the dollar. 

By March, 1951, matters had 
reached crisis proportions. The Ko- 
rean war had given rise to additional 
deficit financing and a new wave of 
inflation was under way. For the first 
time thinking people were beginning 
to shy away from fixed dollar invest- 
ments, particularly of the long-term 
variety. Life insurance agents felt the 
repercussions from potential clients. 
There was real danger that this might 
become a mass movement and that the 
springs of fixed dollar savings, the 
kind that buy utility bonds and pre- 
ferred stocks, might tend to dry up. 
Also the wail of the housewife in the 
grocery store was becoming terrific. 


rT was under this type of pressure 
that the Federal Reserve ceased to 
stoke the fires of inflation by with- 
drawing its support from the govern- 
ment bond market and allowing gov- 
ernment bonds to seek their own level. 
The effect was felt throughout the en- 
tire bond and preferred stock markets. 
While U. S. Government 2}’s were 


79 


held at par or above, higher-grade 
public utility bonds sold in the 2? to 3 
per cent range and preferred stocks of 
such companies sold on a 33 to 44 per 
cent dividend basis. As the price of 
government bonds declined and the 
yields thereon increased, the yields on 
utility bonds and preferred stocks in- 
creased still more, for as security 
yields go higher, there is a tendency 
for the yields on securities of varying 
quality classifications to spread wider 
apart. For example, today with a 30- 
year U. S. Treasury bond selling to 
yield 34 per cent, the yield on A rated 
utility bonds is three-fourths per cent 
higher. This is nearly three times as 
large a spread as existed when U. S. 
Government 24’s were being supported 
above par. 

Since March, 1951, the supply of 
funds available for investment has 
been limited pretty largely to what in- 
dividuals and corporations are able 
and willing to save. The savings of 
corporations are represented by their 
retained earnings, and some types of 
companies raise the greater part of 
their capital requirements in this man- 
ner or by the plowing back of de- 
preciation funds. However, the public 
utilities are not so fortunately situated. 
Due to their very heavy capital re- 
quirements in relation to current earn- 
ings, they must draw upon the savings 
of individuals for the greater part of 
their construction requirements. At 
least this is true in a period of rapid 
expansion such as the present. 


Individual Savings and Utility 
Requirements 
es. savings even in this coun- 

try are strictly limited in amount, 
and they tend to fluctuate rather wide- 
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ly. Over the seven years 1946-52 these 
savings, as estimated by the Depart- 
ment of Commerce, averaged $11.2 
billion a year. They reached a low of 
$3.9 billion in 1947 and a high of $18 
billion in 1952. 

Of total personal savings the funds 
of life insurance companies constitute 
the most important single segment to- 
day. The net increase in these funds 
averaged $4 billion a year over the 
above stated 7-year period, accounting 
for 35 per cent of total personal sav- 
ings over this period, according to the 
above Department of Commerce sta- 
tistics. There can be little doubt that 
life insurance funds constitute by far 
the most stable and reliable part of 
total individual savings as their ac- 
cumulation is a very steady thing from 
year to year. Also these funds seek in- 
vestment largely in fixed interest con- 
tractual obligations; that is, in bonds 
and mortgages, with a small overflow 
into preferred stocks and equities. 
They form by far the most important 
reservoir of funds still ready to go to 
work at a fixed dollar rate of return 
which is fully taxable. The supply of 
funds of this type directly from in- 
dividuals is now very small since com- 
mon stocks and tax-exempt municipal 
bonds have greater appeal. 

It is no accident, therefore, that at 
the present time about two-thirds of 
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“Tue electric utilities are currently adding generating ca- 
pacity at the rate of approximately 15,000,000 kilowatts a 
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the total funded debt of the utilities is 
held by life insurance companies and a 
fair proportion of their preferred 
stocks as well. Probably close to half 
of the total capital now invested in the 
public utility industry has been put 
there by the life insurance companies. 
In the case of some utilities, natural 
gas pipelines, for example, the propor- 
tion is much higher. 


C is not always realized that the sup- 
ply of new investment funds flow- 
ing through life insurance companies 
and other institutional investors, while 
large, is a rather rigidly limited 
amount and not capable of expansion 
to meet increased demands upon it. At 
the present time the assets of life in- 
surance companies are increasing at a 
net annual rate of about $4.5 billion; 
and the total funds which they have 
available for investment, including the 
reinvestment of repayments and ma- 
turities, runs at about $7 billion a year. 
These companies now have outstand- 
ing commitments for the future deliv- 
ery of funds equal to about ten 
months’ net increase in their assets or 
to seven months of their total income 
available for investment. Some com- 
panies are more heavily committed 
than others, some of the largest being 
among the most heavily committed. 
The result is that these large sup- 


year, together with attendant transmission and distribution 
facilities. The annual construction program of some com- 
panies currently calls for expenditures equivalent to their 
total operating revenue. Under these circumstances it is 
vital that the utilities be in a position to compete successfully 
in the capital markets for the funds which they require.” 
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pliers of loan capital are suffering to 
some extent from financial indigestion 
caused, if you like, from overeating. 
Therefore they must carefully ration 
their available free funds and careful- 
ly space their payouts to match the 
inflow of future funds. Needless to 
say, this situation permits hard bar- 
gaining on the part of such institu- 
tional investors at a time when the de- 
mand for their funds is at a very high 
level. 


The New Government Bond Issue 


A= weeks ago the U. S. Treasury 
did its first long-term financing 
since 1946. It sold slightly over $1 bil- 
lion of 30-year 34 per cent bonds at 
par. This amount, of course, was al- 
most insignificant in relation to the to- 
tal financing requirements of the 
Treasury. Nominally, the issue was 
oversubscribed five times. However, 
this did not reflect the real demand as 
among the subscribers were many at- 
tempting, although not accomplishing, 
a free ride. Also were included many 
institutional investors who subscribed 
for limited amounts out of a sense of 
obligation to support a sound govern- 
ment financial policy. Not long after 
the’r sale, the bonds went to a slight 
dis ‘cunt. 

The sale of these bonds did two 
things. It established the fact that 
there is at present very little demand 
for long-term U. S. Treasury bonds 
even at an interest rate which is gen- 
erous by the standards of recent years, 
as long as there are plenty of other 
bonds of satisfactory quality to be had 
at materially higher interest rates. 
Also, it did much to crystallize a new 
and higher level of interest rates 
throughout the bond market. It is 
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not contended that this comparatively 
small government issue by itself 
caused rates to go to their present 
higher levels. The amount of the issue 
was entirely too small to do this. It 
merely dramatized the situation and 
possibly accelerated the process which 
was taking place anyway. 


a as a result of this financing 
the government has been accused 
of pursuing a policy which has brought 
about unduly high interest rates and 
unduly tight money. To put it another 
way, the government has ceased to 
manufacture money for lending with 
which to supplement real savings. It 
has temporarily at least stopped the 
inflationary process. Higher interest 
rates and sound money seem to be re- 
verse sides of the same coin. However 
there is a demand that the government 
take steps to force interest rates lower, 
even if this means a renewal of the 
inflationary process. The end result of 
this can only be the drying up of the 
springs of savings as has already, for 
example, taken place in France and to 
a considerable extent in Great Britain. 
In the latter country, individual sav- 
ings are now quite negligible and prac- 
tically all saving which does take place 
is accrued through the retained earn- 
ings of corporations. 

Are present interest rates too high? 
By present interest rates we mean 4 
per cent on 30-year A rated utility 
bonds and around 3.8 per cent for such 
bonds carrying an Aa rating. Cer- 
tainly these rates are higher than the 
2? per cent rate on such bonds, which 
prevailed for years when long 2} per 
cent Treasury bonds were supported 
above par—or, perish the memory, 
when certain utilities sold bonds 
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The Limits on Institutional Investment 


“Fr is not always realized that the supply of new investment funds 
flowing through life insurance companies and other institutional 
investors, while large, is a rather rigidly limited amount and not capa- 
ble of expansion to meet increased demands upon it. At the present time 
the assets of life insurance companies are increasing at a net annual rate 
of about $4.5 billion; and the total funds which they have available for 
investment, including the reinvestment of repayments and maturities, 
runs at about $7 billion a year.” 





through a 2.4 per cent basis. Appar- 
ently the American Telephone and 
Telegraph management thinks that 
present rates are too high, when it 
turned down a bid of 3{ per cent for 
25-year debentures of one of its sub- 
sidiaries which would have been of- 
fered to the public on a 33 per cent 
interest basis. This judgment is just a 
little strange on the part of a division 
of the utility industry which tends to 
suffer the most from inflationary 
processes. 


| the light of long-term historical 
perspective, present interest rates 
are not high but rather they are on the 
low side. The period of the late twen- 
ties was not a period of particularly 
high interest rates. These rates had de- 
clined sharply from the time around 
1920, when money was really tight 
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and interest rates high. It is interesting 
to select at random a few high-grade 
public utility bond issues sold during 
the late twenties. The selected issues, 
shown in the table on page 84, were 
all rated Aaa. 

Apparently at that time interest 
rates on the highest-grade utility 
bonds ranged from 43-5 per cent, with 
lesser credits being expected to pay 
more. Such rates were at least one per 
cent higher than those currently pre- 
vailing. 

Interest rates in most other coun- 
tries of the free world have adjusted 
upward from the artificially low levels 
of the war and immediate postwar pe- 
riod. Rates in Canada rose consider- 
ably before those in the United States, 
and the Canadian government some- 
time ago put its seal of approval on 
the matter by selling a long-term 3} 








per cent issue at a slight discount. 
Rates in Great Britain rose even 
earlier. We do not feel, in the long 
light of history, that present interest 
rates can be judged as being at all 
high. Rather, they are still somewhat 
below average. Moreover, the utilities 
and their common stockholders have 
much more to fear from a continuance 
of the inflationary process than the 
alternative of a somewhat higher level 
of charges on their senior capital. 


Are Utility Common Stocks 
High Priced? 


| ne the years 1949 and 1950 an 
investor purchased a cross sec- 
tion of some fifty utility stocks, very 
largely in the electric operating cate- 
gory. These were on the whole aver- 
age quality stocks with a few blue chip 
names included. As a group the com- 
panies served nonmetropolitan terri- 
tory of better than average growth. 
The prices then paid for these stocks 
averaged just under ten times latest 
reported annual earnings, and the divi- 
dends then current produced an aver- 
age return on the purchase prices of 
6? per cent. It will be noted that this 
rather well-protected return was over 
125 per cent higher than that obtain- 
able from the purchase of the first 
mortgage bonds of these companies at 
that time, the latter return being un- 
der 3 per cent. 

Since that time these stocks as a 
group have experienced a price appre- 
ciation of about one-third. They now 
sell on the average at thirteen times 
latest reported earnings, and their cur- 
rent dividends produce an average re- 
turn of 5.6 per cent on the current mar- 
ket prices. This return is about 40 per 
cent higher than the estimated 4 per 
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cent basis on which the mortgage 
bonds of these companies could be sold 
in the present market on average. The 
extra percentage margin of common 
stock yields over bond yields has 
shrunk to one-third of its former size. 
In some cases the common stock yields 
offered are little higher than could be 
obtained from the purchase of newly 
issued preferred stock of the same 
company. 

This story is briefly summarized as 
follows : 


1949-50 Current 

Mortgage Bond 

Interest Rate* .... 2.9% 4.0% 
Preferred Stock 

Dividend Rate* ... 4.0% 5.0% 
Return on Common 

Stock at Market .. 6.0% 5.6% 
Times Earnings 

Market of Common 10times 13 times 





*Bonds involved average an A rating and 
preferred stocks are those of same com- 
panies. 

It is very obvious from these figures 
that utility common stocks are not at 
present nearly as attractively priced in 
relation to senior securities as for- 
merly. Conversely, from the point of 
view of the utilities, such common 
stocks should be a relatively attractive 
medium of finance at this time. 


An of the behavior of the com- 
mon stocks of thirty operating 
electric companies throws further light 
on the situation : 

1. About three years ago these com- 
mon stocks sold at prices averaging 
127 per cent of their book values. 
Today their market prices average 
143 per cent of book. While the mar- 
ket prices have increased somewhat 
faster than the book values, the latter, 
due to plowed-back earnings and the 
sale of additional stock at relatively 
JULY 16, 1953 
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high prices, have done a fairly good 
job of keeping pace with rising market 
prices. 

2. The average rate being earned on 
the common stock capitalization of 
these companies declined over the past 
three years by about 15 per cent. In 
only six cases was there an increase in 
this earned rate of return and in 
twenty-four cases there was a decline 
—often a large one. This means that 
new money invested in the common 
stock equity of these companies has to 
date, at least, been earning a quite un- 
favorable incremental rate of return in 
most cases. 

3. The rather pronounced increase 
in the market prices of these stocks re- 
flects largely a higher rate of capitali- 
zation by the market of dividends and 
earnings per share, rather than an in- 
crease in the latter basic items. This 
has taken place in spite of the fact that 
the rate of return on additional com- 
mon stock capital invested has been 
disappointing and that the cost of sen- 
ior capital has had a tendency to rise. 
There has been an increasing tendency 
to view utility common stocks as secu- 
rities on which the rate of return is 
very unlikely to decline but with a 
reasonable chance of it increasing, at 
least modestly. This assumption may 
or may not be correct. 


Impact on Utility Regulation 


‘ | ‘HE changed investment climate 
described above is not one which 
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American Tel. & Tel. deb. 


Bell Tel. of Pennsylvania 1st mtg. 
New England Tel. & Tel. Ist mtg. 


Duquesne Light Ist mtg. 


Consolidated Gas of Balt. Ist mtg. 


Philadelphia Electric 1st mtg. 
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the regulatory authorities can afford 
to ignore without impairing the abil- 
ity of the utilities to raise capital. The 
clear-cut increase in the cost of new 
senior money, exceeding one per cent 
during the last two and a half years, 
will make an increasing impact upon 
the 70 per cent of the capital structure 
of the average utility which consists of 
bonds and preferred stock. How long 
investors will continue to hold their 
present optimistic point of view re- 
garding utility common equities is 
anybody’s guess. The rising cost of 
senior money will tend to remove some 
of the leverage favoring the common 
stockholder. Also, the disappointing 
return on the incremental investment 
in the common equity in recent years 
is a negative factor. The belief held 
by some, that the trend of per share 
earnings is likely to be both steady and 
upward, may be due for a shock unless 
the regulatory authorities give weight 
to the new facts of the situation. 


B fume situation seems to call for a 
review of what constitutes a rea- 
sonable rate of return. It must be 
borne in mind that present earnings 
are being achieved under conditions of 
very high business activity. Under 
even mildly depressed conditions it 
would be a miracle if the utility earn- 
ings did not experience some, and pos- 
sibly a substantial, decline. In such 
circumstances rate increases to restore 
earnings might come hard. 


5 —1965 sold January, 1930, at 994 
5 —1960 sold September, 1925, at 100 
44—1961 sold May, 1926, at 944 
44—1967 sold April, 1927, at 95 
43—1969 sold February, 1929, at 100 
44—1967 sold October, 1927, at 984 
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mam the years of artificially low 
money rates there was a tendency 
to push downward what was consid- 
ered to be a fair rate of return on util- 
ity rate bases, sometimes to a level ap- 
proaching 5 per cent. The authorities 
justified this on the ground of the low 
cost of raising capital, particularly 
senior capital. There now exist three 
good reasons for a reversal of this 
trend of thought : 

1. The cost of senior capital has 
gone up sharply, and the impact of 
this cost will be increasingly felt as 
more and more new money has to be 
raised at the higher rates. 

2. Present earnings are being 
achieved in a period of very high busi- 
ness activity, and they should contain 
some cushion against a decline in such 
activity which, in the long run, is 
pretty sure to occur. 

3. The trend of earnings on the 
common equity during the last few 


years has been downward in most 
cases. If this trend is permitted to con- 
tinue while investment in senior secu- 
rities becomes more lucrative, the abil- 
ity of the utilities to raise junior capi- 
tal is likely to be impaired. 


HE electric utilities are currently 

adding generating capacity at the 
rate of approximately 15,000,000 kilo- 
watts a year, together with attendant 
transmission and distribution facili- 
ties. The annual construction program 
of some companies currently calls for 
expenditures equivalent to their total 
operating revenue. Under these cir- 
cumstances it is vital that the utilities 
be in a position to compete success- 
fully in the capital markets for the 
funds which they require. Whether 
they will be able to do so depends to 
a large extent on the degree of realism 
shown by the regulatory authorities in 
permitting necessary earnings. 





Vatican Opposition to Labor Management of 
Private Industry 


¢C Yr is for this reason that Catholic social teaching, besides 
I other things, so emphatically champions the right of 
the individual to own property. Herein also lie the deeper mo- 
tives why the Pontiffs of the social encyclicals, and also we our- 
selves, hawe declined to deduce, directly or indirectly, from the 
labor contract the right of the employee to participate in the 
ownership of the operating capital, and its corollary, the right 
of the worker to participate in decisions concerning operations 
of the plant (Mitbestimmung). This had to be denied because 
behind this question there stands that greater problem—the 
right of the individual and of the family to own property, which 
stems immediately from the human person.” 
—Popre Pius XII, 
Excerpt from radio address to 
Austrian Workers Society. 
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The Cincinnati Transit Story 


Cincinnati has a 25-year record of transit regulation 

without municipal interference—a tribute to private 

ownership and operation of urban transportation 
during a generally difficult period. 


By GEORGE W. KEITH* 


9 1p the encircling gloom of 
M urban transit operations gen- 
erally, with the cost of ev- 
erything mounting, and rider volume 
shrinking; when insolvency loomed, 
or—what is worse—municipal owner- 
ship, it was with a happy sigh that the 
bus-riding taxpayers greeted an actual 
cut in ticket fares by the rechristened 
Cincinnati Transit Company. 

Infinitesimal as it was—one-third 
of a penny, and maybe only lasting a 
year—yet it was as compelling as a 
traffic signal, and a thousand times 
more welcome. 

For, to the rider it seems that at last 
something has been done to prevent a 
rider from having to float a loan be- 
fore taking a bus ride. Fares stopped 
going up! 

A minor miracle; on December 31, 
1952, the fare was 17 cents, Next day 
it should have been 174, but it dropped 
to 16% cents, and will so remain until 


*Professional writer of Cincinnati, Ohio. 
For additional personal note, see “Pages with 
the Editors.” 


JULY 16, 1953 


January 1, 1954, at least. After that, 
on the knees of the gods, probably war 
gods! 


H™ is what occurred: In an at- 
mosphere of doubt as to the fu- 
ture of transit, the Cincinnati Street 
Railway Company concluded an esti- 
mated 10-year rehabilitation program 
in five years, enabling it to present city 
officials with the fait accompli of pos- 
sibly the most up-to-date, large transit 
system in the nation, entirely on rub- 
ber, and refilling its ball-point with 
more black ink. 

This seems to have been brought 
about by the only means by which any 
business can thrive—sound manage- 
ment and application of the biblical 
axiom that a laborer is worthy of his 
hire. 

Transit has no more right to keep 
looking over its shoulder toward City 
Hall or Washington than has the cor- 
ner grocer. 

Like the grocer, transit is worthy of 
its hire. The merchant charges what 
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his goods are worth, plus a profit. 
Also, if he is a good merchant, he will 
keep his house in order and his fixtures 
up to date. 

No matter what his customers think 
to the contrary, he hates to see whole- 
sale prices rise; but he must adjust re- 
tail prices to meet them, or fail him- 
self. 

Transit, equally perturbed over the 
same thing, is handcuffed by the al- 
most universal notion that it is not 
supposed to make a profit. 

This is bolstered by the equally 
fantastic assumption that government 
can run a business and lose money con- 
sistently with no effect on the tax- 
payers’ pocketbooks. 


[’ takes superior salesmanship to 
convince the politicians and public 
in any city that these are hallucina- 
tions; that transit must make a profit 
as must any other business. 

This also means facing stockholders 
to request authority to spend addition- 
al millions on new equipment, when 
at least part of them can see no way 
out but turning things over to the city. 
And all of them feel it is like pouring 
water through a sieve to sink more 
money in what is everywhere deemed 
a lost cause. 

So, it calls for uncommon good 
common sense on the part of share- 
holders to assent to such a proposition. 
In Cincinnati they did. 

The Cincinnati Times-Star called it 
“quite an achievement,” and “an out- 
standing civic job.” 

The rehabilitation program was two 
years old when President Morris Ed- 
wards and city officials took the bull 
by its proverbial horns in an effort to 


87 


TRANSIT STORY 


keep it from crashing the local transit 
china shop into potsherd.* 

In 1947 two-thirds of the com- 
pany’s rolling stock had consisted of 
outmoded electric rail cars, with the 
exception of around 50 of more mod- 
ern vintage. 

By the middle of 1949, fourteen ma- 
jor lines, roughly one-third, had been 
changed to rubber, with what Ed- 
wards called “heartening results.” 

However, under the 1925 contract 
fares could rise every four months un- 
der certain contingencies, which had 
persisted now for nearly two years. 


), en at continuing fare in- 
creases, city and company agreed 
on an emergency fare freeze on June 
15th until January 1, 1950, the com- 
pany foregoing immediate and subse- 
quent 4-month increases until then. 

Hope for a permanent stabilizing 
agreement was in vain, and the fare 
went from 124 cents to 17 cents by 
September, 1952, aided and abetted in 
the interval by Stalin and Mao, and 
some political shadowboxing, as the 
man in the bus saw it. 

During 1950 the city marked time, 
while rumors of city ownership 
reached the public, something it dis- 
likes intensely, as witness two unsuc- 
cessful plebiscites which tried to put 
the local electric and gas utility in the 
hands of City Hall. 

But the company was neither idle 
nor weeping in its collective beard, 
even though it was a time and condi- 
tion to challenge the stoutest hearts. 

Morris Edwards, with a practical 
business background, had become vice 

1“Crisis in Transit.” By George W. Keith. 


Pustic Utivities ForRTNIGHTLY, September 29, 
1949, Volume XLIV, No. 7, page 412. 
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president in 1945, coming to the com- 
pany from the Cincinnati Chamber of 
Commerce. 

In 1948 he was elected president, 
and, backed by his board of directors, 
with astute, aggressive, thoroughly 
transit-educated Walter A. Draper in 
the chair, Edwards was able to con- 
vince the stockholders that, in Cincin- 
nati, at least, transit was not “down to 
its last chip,” as had been indicated in 
some circles elsewhere. 

Nor was municipal ownership the 
answer, with its implication of abject 
abdication by management, and _ its 
tax-destroying, tax-devouring, incen- 
tive-killing proclivities. 


S° it was determined that, come 
what may, when contract writing 
time came, the company would, as far 
as possible, have put its plant in such 
shape as to accomplish a twofold pur- 
pose. While giving the public better 
service with better equipment, it would 
also be in a superior bargaining posi- 
tion with city council if it could 
achieve modernization to confound the 
prophets of pessimism, and doom to 
disappointment devotees of public 
ownership. 

System buildings were given a com- 
plete overhaul. Ten operating divi- 
sions, some virtually of horsecar kind, 
were reduced to five of high efficiency 
bus-garage type. 


Routes and schedules were tailored 
to fit the modern pattern Edwards 
visualized as necessary to survival. 
Some routes, unprofitable from either 
an operating or financial standpoint, 
were abandoned as to route name. 

These parasites were linked with 
others in a sort of splicing procedure 
which, in most cases, gave not only 
improved service, but more satisfac- 
tory returns. 

Together these concerted actions 
helped arrive at substantial reductions 
in supervising time and expense. 

The optimism of the program must 
have been contagious; three local 
banks extended funds under a kind of 
revolving credit plan; and city council 
and company directors agreed on the 
use of depreciation reserves in its ex- 
ecution. 

By these means approximately $11,- 
000,000 has been spent on new, mod- 
ern, rubber-tired motor coaches and 
trolley busses since the close of World 
War II. 


( * staggered the small 36-passenger 


type streetcars were replaced 
with 51 capacity busses. These latter 
today bear the brunt of the day’s work 
and are a great help in reducing costs. 
Less than two years after the fare 
freeze of 1949, the last rail car wended 
its way to oblivion on April 29, 1951. 
In the air of uncertainty and gloom 


“’Mip the encircling gloom of urban transit operations 
generally, with the cost of everything mounting, and rider 
volume shrinking; when insolvency loomed, or—what is 
worse—municipal ownership, it was with a happy sigh that 
the bus-riding taxpayers greeted an actual cut in ticket 
fares by the rechristened Cincinnati Transit Company.” 
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prevailing 1n some quarters, the last 
two-thirds of the system had been rub- 
berized ; equipment loans were being 
repaid rapidly, and the bonded debt 
reduced, while bondholders beamed, 
and riders and city council nodded 
grudging approval. 

As a part of the streamlining proc- 
ess, and at considerable expense, time- 
tables of every route were printed and 
mailed by the company. 

Each householder thus obtained 
schedules for the route or routes he 
would normally patronize near his 
home. Extra copies were made avail- 
able from supervisors, car houses, or 
company offices. 

This modern touch placed urban 
transit on a timetable level with steam 
railroads ; it leaves unreasonable riders 
with no excuse for missing the bus, 
and enables saner ones to be on time. 


[' was now time to get down to brass 
tacks, and Edwards, in June, 1951, 
in a letter, set down the company’s 
suggestions for a new franchise, fair 
both to public and company. 

It was probably an exhilarating ex- 
perience to be able to point with pride 
to possibly the most modern transit 
system in any large city, paying its 
way, not by recourse to any freak 
formula, but by recognized standard 
business practices. 

Parenthetically, it shculd be noted, 
the company grossed arcund $13,500,- 
000 in 1952; net was $861,000, better- 
ing by about $340,000 the 1951 
figures. Earnings were $1,400,000, be- 
fore income taxes. 

Very close to standard par, the con- 
(ition is said to be due partly to in- 
creased productivity of labor, and 
greatly to the gradual, cumulative 


benefits from abandoning the more 
costly rail operation. 

How different would have been Ed- 
wards’ reactions if he could have but 
viewed with alarm a rundown, out- 
moded outfit, and been compelled to 
accept, hat in hand, any crumbs which 
might fall from the table of a dis- 
gruntled officialdom! 

In such a situation there would be 
justification for dissatisfaction with 
private management; this would have 
been the moment to buy the system at 
a greatly depressed valuation, to the 
immediate detriment of shareholders’ 
interests, and at an everlasting loss to 
the taxpayers. 


N° doubt with the maxim of the 
laborer being worthy of his hire, 
Edwards’ most revolutionary sugges- 
tion was about the zone fare method, 
whereby a rider pays for the distance 
traveled. 

This, with the possibility of charg- 
ing for transfers, caused much com- 
ment. Folk were for both these meas- 
ures, so long as it did not affect them. 

Those who customarily transferred, 
or lived in far suburbs, could not see 
zone fares even with the aid of polar- 
oid lenses. 

Nevertheless, these possible fare re- 
forms are embodied in the new con- 
tract as alternatives to direct fare in- 
creases, if and when this latter device 
is deemed to have failed. 

Whether because of Edwards’ let- 
ter, or not, the majority party pledged 
itself in the following November city 
council elections to bring the lagging 
contract negotiations to a conclusion. 

A franchise “which it is believed 
will tend to stabilize fares . . . reduce 
costs to be borne by system riders . . . 
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Selling Modern Transit 


4 RANSIT . . 


it is not supposed to make a profit. 


. ts handcuffed by the almost universal notion that 


This is bolstered by the 


equally fantastic assumption that government can run a business and 

lose money consistently with no effect on the taxpapers, pocketbooks 

It takes superior salesmanship to convince the politicians and public in 

any city that these are hallucinations; that transit must make a profit 
as must any other business.” 





provide a fare and more certain in- 
come to security holders... and... 
be fair and advantageous to the city 
and the system riders and to the com- 
pany and its security holders” was 
signed on November 26th, after con- 
ferences which consumed most of 
1952. 

But, in December a minority group 
suddenly demanded public hearings on 
the subject, listing numerous objec- 
tions. 

The request was denied because am- 
ple time and opportunity for de- 
bate and discussion had been ignored 
and further delay would bring a fare 
increase on January Ist, instead of a 
cut, as provided, and probably cause 
additional 4-month rises, as haggling 
proceeded. 


( pemenee of the franchise was con- 
ditional on alteration of the capi- 
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tal structure of the company, to the ex- 
tent that some 475,000 shares of $25 
par value stock be converted to the 
same number of debentures, with face 
value of $12.50, bearing 44 per cent 
interest, and on equal number of 
shares of $12.50 par value stock. 

It was also stipulated that their 
holders agree to a 10-year extension 
on $5,162,000 worth of first mortgage 
bonds. 

The eight institutions which held 
this paper agreed unanimously to the 
extension. One official even declared 
that he considered the new arrange- 
ment as better security than the old. 

Shareholders accepted the stock- 
debenture idea overwhelmingly ; this 
confidence was reflected in the local 
stock market prices for company 
shares, even though the new contract 
provides a minimum of 3 per cent, and 
a maximum of 6 per cent on earnings, 
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as against the flat 6 per cent on the 
old $25 shares. 

Under the old franchise a fare con- 
trol fund of $400,000 had been set up, 
derived from the sale of company 
stock. Designed as a bulwark against 
fare fluctuations, it was to be kept at 
that figure, or above, out of company 
earnings. 

If returns were not sufficient and 
the fund dropped below $200,000, 
fares would automatically increase 
half a cent every four months until 
the fund had been replenished. Should 
the fund grow above $600,000, fares 
would drop. 


[’ was the raid on this fund, by high 
costs and rider decreases, which 
precipitated the 1949 crisis. Continu- 
ing fare rises and increasing deficits 
culminated in something like a $2,- 
500,000 shortage by the end of 1952, 
giving the lie to the name “fare con- 
trol fund.” 

So, the new contract abolishes it, 
and uses a different method of control. 
It is still called a cost-of-service plan, 
as it was in 1925, and as an experi- 
ment, fares will be as follows: 


Cash, 20 cents. 

Tickets, 6 for $1; that is, 16% cents 
per ride. 

Permits, 75 cents, good for one 
week, and a charge of 10 cents per 
ride. 

Children under ten years, 50 per 
cent of the adult fare. School bus rides, 
8 cents cash. Tickets, 7 cents per ride. 

Transfers, free. 

Police and firemen, in uniform, 

_ free. 


If, at the end of 1953, returns do 
not yield 3 per cent on the company’s 
investment, a fare increase will be au- 
thorized. If the yield be more than 6 


per cent, a cut in fares will ensue. 

Upward adjustments will first em- 
ploy transfer charges, and later the 
zone system, with transfer charge, and 
without any further enabling legisla- 
tion required. 

From this it is evident that Cincin- 
nati is facing the fact that fares must 
keep pace with costs, and, to prevent 
grave injustices, it may eventually be 
necessary to charge the rider for travel 
distance, not for just a bus ride. 

There is precedent for this method 
in every other mode of transportation 
or travel. 

Fare adjustments may occur every 
six months if necessary. School fares, 
which have been static generally, will 
now rise with adult fares, but never in 
excess of 50 per cent of the adult 
charge. 

Nor will there ever be a transfer 
charge, or zone fare, applied to school 
rides. 


HERE is an element of retributive 
justice in the 20-cent fare for the 
casual rider, while the regular rider 
pays but 16% cents, if he buys tickets. 
If he rides oftener than 12 times a 
week, it will pay him to use the week- 
ly permit at 75 cents, plus a dime a 
ride. 

How is the new scheme under re- 
vised rates working out? “Reasonably 
satisfactory,” is Edwards’ description 
of the first month of operation. 

For, although there was a 9 per cent 
drop in riders in January from the 
same month in 1952, revenues were 
sufficient to meet operating expenses, 
taxes, interest, and debt retirement 
charges, and allow $12,819.63 return 
on capital. 

This equals but 2.6 per cent, as 
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against the minimum 3 per cent al- 
lowed, but Edwards said, “January is 
always the second or third worst 
month of the year.” 

Around 29 per cent of riders paid 
cash, which may be some indication 
of the “casual” rider percentage, al- 
though some cash fares may probably 
be attributed to riders who ride regu- 
larly but, for varying reasons, will not 
buy tickets. 

Early surveys showed that twice as 
many passengers bought permits than 
had been estimated, and stories are 
trickling in that salesmen, insurance 
agents, and the like, who must frisk 
from pillar to post daily, are using per- 
mits, and leaving their cars at home. 


a of this kind of sentiment 
and the parking problem might 
solve itself. As things stand, the city 
fathers have suddenly become parking 
conscious, and a rash of ideas has 
broken out in an attempt to solve the 
riddle and avert further decentraliza- 
tion. 

A step in the right direction oc- 
curred when, during last year, the city 
finally put into effect its long-contem- 
plated one-way grid for downtown 
streets. 


This necessitated the expense of | 


street for about three-quarters of a 
mile. The street had only been used by 
motor traffic; to the trolley bus rider 
it was a victory of sorts, as he had 
come to believe all laws were for the 
benefit of motorists, to the disdain of 
bus riders. 

However, autoists claimed a greater 
victory through conversion to rubber, 
now being able to pass busses on the 
left, and to whisk by motionless ones; 
whereas, with rail-bound cars, motor- 
ists had to stop while loading or un- 
loading was proceeding. 

Curb stops also made numerous con- 
crete middle-of-the-street loading plat- 
forms obsolete and they were removed, 
making for increased safety of pas- 
sengers, and expediting traffic move- 
ment. ¢ 

One-way movement brought about 
an almost complete change in the pat- 
tern of downtown bus operations. 
Among other things, several routes 
now bring riders at least two blocks 
nearer to the heart of the city; foot 
travel by transferers had been reduced 
by at least that much. 

Some congestion was experienced in 
Fourth street, while Main street, for 
two blocks, became undertraveled to 
such an extent that merchants com- 
plained they might be forced out of 


. . . ' . 
stringing trolley wires above Race | business. 


“For purposes of comparison, let us look into things at 
Cincinnati, where transit has been rigidly regulated by the 
city, but never dominated, for more than a quarter-century. 
Seventy years ago its average weekly payroll was around 
$3,000, with 180 horse or mule cars catering to a close-knit, 
strictly urban, single city. Today the weekly figure is more 
than $130,000, paid to 1,850 employees, and operating some 
700 very modern motor coaches and trackless trolleys.” 
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— bus riders generally favored 
the new plan, and since the “great- 
est good for the greatest number” was 
applied, the city council has so far 
failed to order any reversion to the old 
routes. 

This serves to point up the fallacious 
contention of many that retail business 
derives its greatest benefit from pri- 
vate vehicle passengers in the down- 
town area. 

Indeed, one Main street merchant’s 
claim that “you could fire a cannon up 
the middle of Main street and not hit 
anyone,” would almost prove that 
downtown retail merchants owe their 
existence to public transit patrons. 

There is nothing new in this. We 
have had many instances here, over 
the years, where the simple changing 
of a streetcar stop rendered a whole 
section untenable for retail stores ; and, 
conversely, business came alive and 
prospered at the new stop. 

Parking and the one-way street are 
mentioned here because they are so 
intimately related to the success or 
failure of fare stabilization. 

One-way unquestionably promotes 
trafic flow; curb parking could, con- 
ceivably so, obstruct it, shatter sched- 
ules, and make additional busses neces- 
sary On Many routes. 


BBs added expense could obviate 
meeting even minimum earning 
requirements, bring on fare increases 
prematurely, multiply rider losses, and 
probably nullify what Walter Draper 
and Morris Edwards characterize, in 
the 1952 annual report, as an “earnest 
joint effort by the city and the com- 
pany to achieve a workable formula 
for dealing with the physical, financial, 
and political problems of public trans- 
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portation of the Cincinnati metropoli- 
tan area for a number of years to 
come.” 

The most telling phrase in the report 
is that the franchise ordinance and re- 
capitalization plan, taken together, 
augur for “the strong likelihood for 
the foreseeable future that the taxpay- 
ers of communities in the Cincinnati 
metropolitan area will not have to 
shoulder the burden of public trans- 
portation deficits, as the taxpayers in 
all too many larger cities in recent 
years have been compelled to do.” 

This had reference, no doubt, to 
New York, Chicago, Cleveland, San 
Francisco, and Boston. These and 
many others had given up the ghost. 

“Many, many city governments 
took over their local transit systems. 
With what results?” asks a prominent 
labor organ, and answers, “First, 
the city lost revenue. Secondly, the 
service became poorer. Thirdly, fares 
rose and rose to such an extent that 
the public refused to patronize their 
local transit systems.” 

Yet, a prominent visitor who had 
participated in the obsequies for some 
of these private outfits, recently, and 
very gratuitously, predicted Cincinnati 
would also succumb within ten years, 
and heed the blandishments of public 
ownership puppeteers. 

Would this seer have anybody be- 
lieve that nonmass transit riders, as 
well as riders, are not paying in- 
creased taxes to give their friends the 
chance to pull the strings that run the 
show behind a facade of economics 
which is as phony as any TV drop? 

The labor periodical, quoted above, 
goes on to report that municipally op- 
erated transit outfits are, generally 
speaking, getting “deeper and deeper 
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in debt” and resulting in more taxa- 
tion. 


Fe purposes of comparison, let us 
look into things at Cincinnati, 
where transit has been rigidly regu- 
lated by the city, but never dominated, 
for more than a quarter-century. 
Seventy years ago its average week- 
ly payroll was around $3,000, with 180 
horse or mule cars catering to a close- 
knit, strictly urban, single city. 
Today the weekly figure is more 


vehicles, serving numerous sprawling 
suburbs, since incorporated in Cincin- 
nati, and many other towns besides, 
the fare is only a little over three times 
the 5-cent tariff of 1883. 

Somewhere in these figures is hid- 
den one of the finest tributes to pri- 
vate ownership and operation of urban 
transportation available. 

Whether the citizens will recognize 
this and support the principles of the 
new franchise, or not, remains to be 
seen; nobody can deny that it has been 


a valiant effort. 

Can anybody name any government 
operation of any kind, city, state, or 
national, which can come near equal- 
ing the record cited above? 


than $130,000, paid to 1,850 em- 
ployees, and operating some 700 very 
modern motor coaches and trackless 
trolleys. 

With only about four times as many 





Rebuilding Good Will for Management 


vad can we educate the man in the street to distinguish 
between what is sound, and what is unsound, what is 
good, and what is bad? How can we win the people away from 
the false economics taught and advocated in the last twenty 
years and re-educate them in the fundamental values which 
have made this country great? 

“What could be more effective than a mutual effort, co- 
operative only in the sense that we all are participating, in 
which every management takes steps to spread understanding 
among its stockholders, its employees, and the people of the 
communities where it does business? This is the simple method, 
and because of its very simplicity, it is more likely to produce 
results. 

“I am confident that if business managements tell their story 
in the business precincts, where they have the respect and confi- 
dence of their own people, our system will have the under- 
standing, sympathy, and support of all the people of the United 
States. 

“That is the way we can rebuild good will between manage- 
ment and nonmanagerial employees. That is the way we can 
turn back Socialism and Communism. That is the way we can 
demonstrate that, with invention and technology forever open- 
ing up new vistas, we can never cross a last frontier, and we 
can never have a mature economy.” 

—Henry E. Forp, 
Director, development department, 
E. I, du Pont de Nemours & Company, Inc. 
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I Am a Utility High Lineman 


In this entertaining interview, Unger tells the story of a skilled 

utility worker who installs the lines on 70-foot-high towers so 

that service may be brought to residential areas, industrial 

plants, and agricultural communities. In this account the im- 

portance of bringing to work certain personal qualities, as well 
as tools, is underlined. 


By HENRY F. UNGER* 


FTER working for twenty-five 
A years in the utility field as a 
high lineman, I feel that I qual- 

ify as a typical high lineman. 

Fact is, that after all of these years 
spent in climbing up and down poles, 
I am sometimes inclined to take a high 
lineman’s holiday by climbing up a 
pole on my day off. I certainly cannot 
complain, particularly in view of the 
constantly bettering conditions in the 
utility field for the high lineman. I 
have a wife and two children and with 
a good, solid job in front of me with 
a good chance for advancement I am 
satisfied. 

I come from a high lineman family 
| you might say. My father climbed elec- 
tric poles and accidentally met his 
death atop one of them. But that didn’t 


*Professional writer, mow resident in 
Phoenix, Arizona. For additional personal 
note, see “Pages with the Editors.” 


deter me and my brother. I started in 
as a groundman and like all beginners 
learned all there was to know about 
utility high-line work. I can still recall 
how the linemen and groundmen 
blended their muscle power and in- 
stalled poles with pike poles. It’s much 
different today with our fine equip- 
ment. ° 
I like to feel that I am one of the 
gang who keep the public contented by 
installing lines which bring more and 
more electric power into homes, indus- 
trial plants, and to agriculture. Out 
here in the West where a great expan- 
sion is taking place I can more vividly 
see the tremendous place for the high 
lineman in the progress. Along with 
this great feeling is the fact that I am 
working for a forward-thinking elec- 
tric utility and that I am making a fine 
wage, plus overtime during necessary 
repairs. 
JULY 16, 1953 
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N° one perhaps realizes more than 
I how hazardous is my job. But 
then again I know that with proper 
care and attention, these hazards can 
be bypassed. I know what it is to prac- 
tically hold 69,000 kilovolts in my 
hands and then to move this line of 
volts to another section. I know what 
it is to climb up 70-foot poles loaded 
down with twenty to twenty-five 
pounds of tools and then to work in 
all kinds of weather—and yet always 
to be alert because of the nearness of 
the electricity. 

Years ago when I started in this 
work, linemen worked from early 
morning until dusk. Today we work 
on an 8-hour basis with overtime pay 
for overtime work. 

I know what it is to manhandle the 
heavy copper lines in the 69,000-kilo- 
volt network and how a wrong move 
might not only endanger your own life 
but that of your buddy lineman. 

I discovered long ago that a high 
lineman must be a contented man—a 
man without family trouble—at least 
when he starts up a pole. Carrying 
those problems up a pole has meant 
disaster when lack of alertness meant 
the wrong move. 

Even as today the young ground- 
man awaits eagerly his first chance to 
climb a pole, so I waited patiently. I 
pulled up necessary equipment to the 
linemen on the poles and watched care- 
fully their every move until my own 
chance came along. Now after many 
years of pole climbing I find that there 
is something new to learn every day 
about high-line work. As you look 
down the line of electric poles it might 
occur that they are all the same. Yet 
every set of poles has its definite prob- 
lem which must be met by linemen. 
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WE I start out with the gang in 

the morning, the day’s activities 
are outlined to us. There is a “tail- 
board” conference when every step of 
the job is clearly explained. There 
must be no slip-ups—a lineman’s life 
is in the balance of every job, or, if no 
one is hurt, perhaps a whole section 
of poles will be thrown out of service 
to the public. 

This is particularly true when I 
work with the hot-stick crew. There 
are five of us in this hot-stick crew of 
our utility. It is our job to transfer 
high-voltage lines from one pole to an- 
other. I make certain that every type 
of hot-stick tool is brought along. 
These hot-stick tools primarily are de- 
signed to insulate linemen making re- 
pairs on high-voltage lines and also 
serve to reduce outages and lost reve- 
nue and to help maintain continuous 
service and customer good will. There 
was a time when all of the lines had 
to be deadened to transfer the lines. 
Not today. 

The hot-stick tools are to me as im- 
portant as a piano to a pianist. But 
perhaps more important. My life de- 
pends on them. The tools are light- 
weight, strong, and easy to operate. 
From my experience, I have found 
that the tools must have a combina- 
tion of strength, lightweight, durabil- 
ity, straight grain, and excellent work- 
ing qualities. These tools are tested to 
withstand 75,000 volts per foot at a 
normal frequency of five minutes. 
When a defective tool is tested, a flash 
over occurs. These defective tools are 


discarded. 


I HAVE followed the rules all the way 
and so do my buddies. They save 
our lives. I do not lay hot-line tools 
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on the ground at any time. If it should 
be necessary to lay them on the ground, 
they must be placed on a clean tar- 
paulin. I’ve found that a wet tool must 
never be used. I’ve watched this par- 
ticularly during humid days. I like to 
have the groundmen wipe off each 
wood member with a clean cloth be- 
fore the tool is sent up to me and my 
lineman buddy. I like to protect the 
hot-stick tools as I would my front 
teeth. From long experience I’ve 
found that a damaged tool must never 
be used because excessive strain will 
weaken it and cause it to fail at a less- 
er load at a later date. 

Every move in this high lineman 
field must be deliberate and nothing 
goes overlooked. I must know the 
proper use for each tool and to use it 
for the job for which it was designed 
and in the approved manner. I never 
attempt to use any new equipment un- 
til I thoroughly understand it. I must 
know what conductors weigh and 
what line tensions I am dealing with. 

When you see linemen working 
rapidly at the top of a pole, know that 
they have learned every detail of their 
work. In my business of hot-stick 
work I’m familiar with such items as 
link sticks, cum-alongs, wire tongs, 
and other items. We’ve got nicknames 
for a lot of these tools, too. A “shot- 
gun” is a hot stick that helps me 
maneuver around on the pole top. A 
“rake-stick”’ resembles a rake, while a 
tool called “hands” looks just like a 
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hand. An “alligator” stick resembles 
the animal, while a “pigtail” has the 
corkscrew look which enables me to 
hang onto the wire with more ease. 


“"' use these hot-stick tools I have 
to remember the words of the in- 
structor, that “you must not fight 
them.” By this time I can handle those 
long tools much like you can a dinner 
fork. Of course the danger lies in over- 
confidence. 

To illustrate, I have wire tongs 
which are used for lifting and holding 
“hot” conductors. They are generally 
used on a pin type or suspension con- 
struction for maneuvering and hold- 
ing live conductors clear of a point 
where work is to be done, or for mov- 
ing conductors to secure positions on 
auxiliary arms. They are used with 
pole or tower saddles or with other 
types of tong supports. The jaws of 
this tool have a wide bearing surface 
with smooth curved edges that hold 
any type conductor without marring 
or cutting. It is impossible for the con- 
ductor to escape from the closed jaws. 
The saddles referred to are used for 
safe manipulation of wire tongs in 
pushing conductors away from insula- 
tors and holding them in an extended 
position. The saddle can hold a maxt- 
mum of 500 pounds with safety. 

If you’ve watched a man tie his tie 
with ease, you’d be amazed how I can 
tie wire high up above the ground with 
a hot-line tie stick. I can make a full 


e 


“T DISCOVERED long ago that a high lineman must be a con- 
tented man—a man without family trouble—at least when 
he starts up a pole. Carrying those problems up a pole has 
meant disaster when lack of alertness meant the wrong 
move.” 
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turn on the tie wire without releasing 
contact, thus minimizing the possibil- 
ity of kinking or burning the tie wire. 
I like a three-prong job for handling 
hot ties with loops. The third prong 
is a short, stubby finger for making 
short bends in the tie wire. 


IKE the dentist and other tradesmen I 
have my favoritetools for my work. 
For instance, I have a favorite all- 
clamp stick which is designed particu- 
larly for use in applying tap clamps, 
grounding clamps, and grounding sets 
and fuse tappers to conductors. In ad- 
dition it can be used to open fuse cut- 
outs and sometimes I use it to handle 
energized conductors or to remove 
fuse tubes from cutout frames. Even a 
crescent wrench can be attached to it 
for some jobs requiring a hot-line 
wrench. To work this tool I simply 
slide the hand grip up and down the 
pole and work the safety catch or turn 
the lock screw. The clamp may then 
be released from the ferrule by sliding 
the handle grip upward, but the eye 
screw still will be held securely by the 
gripping jaws. Rotating the stick, the 
clamp can be fastened to conductor. 
To the average reader it might seem 
that the high lineman because of his 
rugged work must be large and mus- 
cular. Actually, the average lineman is 
not too large. I know of a fellow in 
my group who weighs but 130 pounds. 
It is usually a case of using the head 
instead of plain brawn and of work- 
ing as a team with the other linemen. 
The strain of the “hot-stick” wagon 
will get you down eventually. I had to 
stop for some time and carried on as 
a straight high lineman, but the ex- 
citement of the “hot-stick” crew got 
me back. 
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KNOW what storms mean. When 

they strike in this area it may mean 
that I won’t see my family for two 
or three days. I will be repairing elec- 
tric poles. In the old days illumination 
for night work was provided by a 
feeble light sparked by a small battery. 
Today, we can have as many as eight 
1,000-watt bulbs. Wearing a slicker or 
raincoat and climbing the poles is a 
mean task. 

I remember one big storm when a 
mile of poles was blown down. The en- 
tire crew was turned out, including 
myself. We were wading in water up 
to our waists and teamed up with the 
pole-lifting crews and then, once the 
poles were in place, climbed to the top 
of the poles and repaired the damage. 
Despite the storm and the unholy con- 
ditions we were able to have the magic 
of electricity coursing into the homes 
in the area in good time. 


| pene the ordinary drama atop the 

poles, each day I have encountered 
some exciting experiences. There was 
the time that I spotted a dreaded 
tarantula on the shirt of my buddy 
lineman. He was working a hot stick 
and one of my hands held a tool. The 
tarantula was moving rapidly toward 
my buddy’s neck and I had to swing 
from a distance. I barely managed to 
dislodge the insect and then almost 
toppled from the pole but managed to 
keep my place. 

I wasn’t so lucky on another oc- 
casion when a pole, not suspected of 
any weakness, cracked at its base. I 
was halfway up the pole and I landed 
in a near-by field. My leg was broken. 
I remember another occasion when my 
climbing hook struck a wood knot in 
the pole and I sailed into space—for- 
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The Importance of the High Lineman 


eat boys with such a great demand for electricity, I like to feel that 
as a high lineman I am important to the community. It ts 
through my skills and, for that matter, courage that this electricity ts 
transmitted into the homes and industries in my area. I don’t allow the 
elements to stop my work. In fact, it is even through storms that the 


public expects the normal flow of electricity. 
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tunately not injuring myself except 
for a good shake-up. 


[* this part of the country, great 
towers take the place of ordinary 
poles on occasion. I recall how my 
gang and I were rushed to move a 
large 45-foot tower 100 feet up a 
mountainside. The leg from the tower 
had been blasted away during other 
operations and the tower was in a pre- 
carious position. For nineteen hours 
we dismantled the tower piece by piece 
and then hauled it up the mountainside. 
It made me realize that a lineman was 
a part of the big team. After the 
rugged, steady work, I ate two fried 
chickens at one sitting. 

I’ve had my share of close calls but 
none closer than the night I was atop 
a truck armed only with a spotlight 
looking for a damaged line. We drove 


into a farmer’s yard and moved the 
spotlight around. Out of the farm 
came the farmer, furious and with a 
.22 rifle. After one shot we turned 
quickly and rushed away from the 
farm. Another shot whistled past my 
ears. That was more dangerous than 
the actual line repair work. 

Perhaps in no other work have I 
learned the art of being serious as in 
high-line work. The “fooling around” 
is kept to a bare minimum. The men 
realize that this is serious business and 
that one slip-up might mean the life 
of a man. 

This was brought home to me re- 
cently when a farmer watched me 
work the high line. When I came down 
he remarked, “I wouldn’t work up 
there for $50 a day.” I had been trans- 
ferring some 69,000-kilovolt lines 
while hot. He said, “Why don’t you 
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kill it?’ meaning the hot line. I real- 
ized, of course, that this would mean 
so many hours of service lost. 


I HAVE found that the high lineman, 
because of his dependence on his 
fellow worker, has himself a heart as 
big as a washtub. As soon as a man 
is injured, all hands co-operate. I have 
learned the art of resuscitation and if 
a man is accidentally hit by a wire 
atop a pole the high lineman can bring 
him down within sixty to ninety sec- 
onds to the ground where artificial 
resuscitation is applied. I know from 
constant practice on practice poles in 
the utility’s yards and from lectures 
how to save my buddy’s life if he is 
hit atop a pole. 

I’m perfectly happy to be connected 
with a modern utility. Years ago when 
it took four men one hour to splice 
three wires, today it takes one man 
only six minutes because of new equip- 
ment. Even though my insurance rate 
is higher, I know that my hourly rate 
is much higher and that I am in a posi- 
tion to receive a pension. 

As in other trades, we have a few 
slang expressions. We like to call line- 
men “stump jumpers,” and we’ve got 
the word, “hoopy,” for a small truck 
or power wagon. From my experience 
I would say that the causes of accidents 
among linemen boil down to three : not 
thinking on the job; taking another’s 
word for a power cutoff who was not 
in authority; and finally I would say 
that 90 per cent of the trouble was 
human and only 10 per cent was me- 
chanical. 

Climbing poles daily is no easy task. 
Somehow you never get used to the 
job. I climb about eight poles each day 
and of course that might be the same 
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pole. During summer months this 
brings on chaffed legs because of 
prickly heat. I can say that no two 
high linemen seem to climb a pole the 
same way. But I always advise the be- 
ginners to keep the knees away from 
the pole so the hook won’t kick out. 


N my business I am on call twenty- 
four hours a day. One day I might 
be in the headquarters city of the util- 
ity and next week find myself in a 
more outlying region. I can recall when 
my high-line gang and I lived in tents 
until a job was completed far away 
from the big city. 

I suppose that high-line work at- 
trasts men with love for the adventur- 
ous side of life. But, in general, the 
high lineman must be a solid citizen 
who can think and figure out the com- 
plex problems that crop up frequently. 
I have worked on 110,000-, 69,000, 
44,000-, 12,000-, 11,000-, and 4,110- 
kilovolt lines and I find that every- 
where the high lineman must have 
good eyesight and good hearing. His 
alertness might mean the saving of his 
buddy lineman’s life. 

Not always, however, does a line- 
man help out his neighbor. I was 
called with another lineman to visit 
what turned out to be a neighborly 
brawl. An electric pole was causing 
heavy tensions. One neighbor felt that 
the pole belonged next door. The battle 
raged vice versa. Finally the neighbors 
offered me $10 if we would move the 
pole elsewhere—little realizing that 
definite rights of way are established 
for these poles. I had to leave the area 
with the neighbors still shouting at 
each other. 

I have found that in no other field 
can the beginner or even the old-timer 
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ask so many questions and never be 
rebuffed by the superior. Those in 
charge of high-lineman work like to 
get questions. They are convinced that 
the high lineman must know every- 
thing there is to know about the work 
because of its hazardous nature, and 
they answer every question asked and 
never are irked. 


ODAY, with such a great demand 

for electricity, I like to feel that 
as a high lineman I am important to 
the community. It is through my skills 
and, for that matter, courage that this 
dectricity is transmitted into the 
homes and industries in my area. I 
don’t allow the elements to stop my 
work. In fact, it is even through storms 
that the public expects the normal flow 
of electricity. 

I’ve got my own home now and I’m 
building up a little nest egg. Although 
my family realizes the danger involved 
in my type of work, they don’t worry 
me about it. They know its importance 
and know that somebody must do the 
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job and feel that since I am qualified 
and since I like the work, I can handle 
myself without difficulty as I have the 


past many years. 
i" CAN definitely say that once a high 
lineman, always a high lineman. It 
is the type of work that gets into a per- 
son’s blood stream and never gets out 
—much like printer’s ink. One of my 
buddies in the crew recently decided to 
give up the work and move into truck 
driving. In a few weeks he was back. 
“T just couldn’t stand that slow pace 
of truck driving,” he said. 

That’s the way I feel about high- 
line work. I feel that I am a vital cog 
in the community progress and that 
through my work on the high line of 
our utility’s electrical network I am 
contributing considerable to the for- 
ward movement of that community. 

Fact is, that in spite of the tough 
and gruelling grind of pole climbing 
and the constant danger threats — I 
like high-line work and I pride myself 
on being a high lineman. 





Definition of a Googol 


a with the possibility that the Federal debt could rise 
to even more astronomical figures, some busy employee 


has figured out what we will call it when we need something 
bigger than billions to express our debt. Everyone knows that 
one with six ciphers makes a million, with nine it is a billion, 
and with twelve ciphers it becomes a trillion. Adding three 
ciphers each time, we go on up the scale: quadrillion, quintillion, 
sextillion, septillion, octillion, nonillion, decillion, undecillion, 
duodecillion, tredecillion, quattuordecillion, quindecillion, sex- 
decillion, septendecillion, octodecillion, novemdecillion, vigin- 
tillion, Statistical nomenclature says that the acme is a googol, 
which would be 10 foliowed by 90 ciphers. Don’t worry too 
much about it, however, at the present rate of spending the 
U. S. will, by the end of 1954, have spent only $1 trillion—since 
1789.” 
—OAaKLEY HUNTER, 
U. S. Representative from California. 
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Readers’ Views on Depreciation 


NENT the article in Pusiic Utitities Fort- 
NIGHTLY March 12, 1953, by Professor 
Paton and Mr. Greer, at page 356, regarding 
“utility rates,” the authors said: “If he (the 
investor) has received the earnings in divi- 
dends (first taxed to the company, then again 
to him) .. .” Any one familiar with and ex- 
perienced in utility rate making knows that 
the utility corporation does not bear the burden 
of the income tax. It is only the conduit for the 
payment, as the full income tax is collected by 
the utility from the ratepayers. In the com- 
putation of the revenue required to earn a 6 
per cent return on the rate base, the income tax 
is included as an expense to be recouped from 
the ratepayers so that the net operating income 
shall be 6 per cent (or whatever the allowable 
return is) on the rate base. The investor pays 
income tax on the interest or dividends he re- 
ceives from the tax-free “return.”! 

Often the utility does not pay in full the 
income tax it collects from the ratepayers, for 
it may, and some do, deduct in its income tax 
return a much larger amount of depreciation 
than it records in its books of account. The cus- 
tomers do not receive the benefit of the resultant 
income tax saving, but the investors do. 


—Wi1t-A. CLADER, 
Certified public accountant, 
New York, New York. 


> 


I HAVE read Mr. E. A. Steinberger’s article, 
“Original Cost Depreciation versus Replace- 
ment Cost” in the May 21, 1953, issue of Pus- 
Lic UTILitIes ForTNIGHTLY and while I quite 
agree that the subject is a matter of grave con- 
cern to utility operators and investors alike, it 
is my opinion that your author has overlooked 
the fundamental definition of depreciation. 
The writer has had many years of experi- 
ence in valuation and rate matters both for 
public utility companies and as an independent 
engineer, dating back some thirty-five years, 
during which the subject of depreciation was 
and still is a topic of considerable discussion. 
Charging depreciation has always meant to 
me returning to the owner of a property the 
dollar value invested in physical plant, whether 
it be in cash or by replacement of property in 
kind. Obviously, the latter is impossible in pe- 
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riods of inflation, while in periods of falling 
prices it is humanly possible ; however, whether 
or not this condition will again prevail is any- 
body’s guess. 

Your author endeavors to convey the impres- 
sion that, according to the Federal Power Com- 
mission Uniform System of Accounts, it is im- 
possible to gain inclusion in a rate base the 
excess cost over original cost of property that 
is replaced at the end of its service life, which 
is erroneous as any accountant knows. 

Those persons who would base depreciation 
charges on replacement costs, and by this | 
mean present-day costs—though the property is 
not actually being replaced at this time—are 
merely suggesting a stop-gap proposition for 
the reason that nobody knows what it will cost 
to replace a particular piece of property years 
hence at the end of its service life. Such a sug- 
gestion is akin to endeavoring to estimate ob- 
solescence. 

As I visualize the situation, the operators and 
owners of a property cannot hope to obtain 
from the customers, through rates, all of the 
funds required to replace property worn out in 
service. The major portion of these funds will 
have to be fresh capital contributed by the own- 
ers. As the value of the property increases, due 
to replacements at higher cost, the rate base will 
increase and the owners will be entitled to 
higher rates. The whole theory of public utility 
regulation is based upon the theory that the 
business is a regulated monopoly with no con- 
tributions from the users in spite of the many 
advocates to the contrary. 

Like Mr. Steinberger, I too am an owner of 
stocks in many utility companies but in fair- 
ness and in trying to be disinterested and un- 
biased recognize the fact that capital to cover 
the increased cost of replacing property must 
come from the owner and not the customer. 

In the many articles on this subject that I 
have read in your magazine as well as others, 
I am still looking for someone to suggest re- 
paying a mortgage debt of many years stand- 
ing in present-day dollars giving effect to rais- 
ing the face value of the debt in inverse pro- 
portion to the present worth of the dollar com- 
pared to that at the time the debt was created. 

Perhaps you will, in time, advocate this. 

—Eucene C. LANG, 
Laramore & Douglass, Inc, 
Engineers, Chicago, Illinois. 
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Washington and the 
Utilities 


Niagara Bill Advances 


HE House Public Works Committee 

has voted (14-to-7) to approve the 
Dondero-Miller Bill, HR 4351, authoriz- 
ing redevelopment of the Niagara river 
for power purposes by five New York 
state companies, The committee author- 
ized a favorable report to the House on 
this proposal as against two rival meas- 
ures: the pending Roosevelt and Becker 
bills, calling for development, respective- 
ly, by the Federal government or the 
state of New York. The Dondero-Miller 
Bill is identical to the Martin-Capehart 
Niagara bill in the Senate and is some- 
times called for brevity, the Capehart- 
Miller Bill. 

Opponents already are contending 
that the effect of the Dondero measure 
will be to “give away” a natural resource 
belonging to the people and that the com- 
panies will reap huge profits from con- 
struction and operation of the project. 
Committee members, however, were im- 
pressed with the fact that passage of the 
Dondero-Miller Bill could assure im- 
mediate development of a purely hydro- 
electric power project by companies that 
have more than fifty years of experience 
in operating power plants on the Niagara 
river and throughout the state of New 
York—companies that, in addition, have 
the transmission networks to distribute 
this power fairly and equitably without 
discrimination throughout this vast and 
important residential, rural, and indus- 
trial area. 

The bill favored by the committee is 
said to protect and safeguard the public 
interest (a) by providing for construction 
of the project in accordance with plans 
drawn up by the Federal Power Com- 
mission, thereby assuring preservation of 
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the scenic beauty of Niagara Falls; (b) 
by providing new sources of Federal, 
state, and local tax revenues instead of 
adding to public debt as governmental 
development would entail ; and (c) by es- 
tablishing a procedure whereby the Fed- 
eral Power Commission can require the 
companies to enter into reasonable and 
practical arrangements for equitable ap- 
portionment of the project power among 
states within economic transmission dis- 
tance. 

Under the plan approved by the com- 
mittee, which must now go to the House 
floor for action, five public utility com- 
panies would jointly undertake the new 
power development project. These com- 
panies are: Niagara Mohawk Power 
Corporation, New York State Electric & 
Gas Corporation, Rochester Gas & Elec- 
tric Corporation, Consolidated Edison 
Company of New York, Inc., and Central 
Hudson Gas & Electric Corporation. 
Rates for power would be subject to regu- 
lation of the New York state and Federal 
Power Commission. 


> 
Missouri Super Co-op Decision 


HE decision of Federal District 

Judge McLaughlin, upholding the 
validity of the so-called lease-back con- 
tracts between the five Missouri “super 
co-ops” and the Southwestern Power 
Administration, has posed new problems 
for both Congress and the Rural Elec- 
trification Administration. 

The court turned down a suit for in- 
junction to halt the enforcement of such 
contracts involving construction and op- 
eration of generating and transmission fa- 
cilities with REA financing. Judge Mc- 
Laughlin’s lengthy opinion ruled against 
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the ten private utility companies bring- 
ing the suit, on all seven points at issue. 

Attacks made on the contracts because 
the area was part urban or because it al- 
ready was being served, or because they 
were allegedly for the real benefit of 
SWPA, were all rejected. The court did 
admit it was impressed with the case 
made out for the contention that SWPA 
would be the real purchaser, but this also 
was rejected on the “Scotch verdict” 
ground of insufficient evidence to bear the 
“burden of proof.” The court also ruled 
that Congress had impliedly approved 
the SWPA-REA co-op arrangement by 
appropriating for SWPA’s continuing 
fund. 

The decision is contrary to a ruling of 
the Arkansas Supreme Court in a similar 
case, 95 PUR NS 54. That case, how- 
ever, also involved questions of Arkansas 
state law which the Arkansas court ruled 
prevented the REA co-op-SWPA agree- 
ments from being carried out. 


EA has been holding up applications 
for generating and transmission 
loans pending disposition of this case, 
brought by ten Missouri utility com- 
panies against the Southwestern Power 
Administration. 

There has also been an understanding 
in Congress to hold up further appropria- 
tions for REA “super co-op” loans of 
this kind, pending decision of the courts, 
snecifically in the Missouri case. The 
court’s decision is, therefore, likely to re- 
sult in more pressure on REA to grant 
generating and transmission loans. 

Administrator Nelsen has never pub- 
licly stated any disinclination to grant 
such loans and has frankly acknowledged 
the right of the farmer “to generate pow- 
er if he cannot get it from other sources.” 
But limited funds allowed by an economy- 
minded Congress for the less expensive 
distribution loans might tend to confine 
generating and transmission loans to 
special and unusual cases. Whether Nel- 
sen will be able to work on this policy, 
in view of the court’s decision, is a matter 
of speculation. If an appeal is taken to 
the District of Columbia Circuit Court 
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of Appeals, it may have the effect of de- 
laying a final decision on the legality of 
such loans until a policy decision at the 
administrative level has time to jell. 


* 


Accounting for the Fast Tax 


“ &~ Federal Power Commission has 
issued a notice of proposed rule mak- 
ing to amend its Uniform System of Ac- 
counts, both for public utilities and 
licensees and for natural gas companies, 
to provide a new account for future in- 
come taxes resulting from accelerated 
amortization, The commission will hear 
oral argument on September 9th, and in- 
terested parties have until August 19th 
to submit their views and comments on 
the proposed amendment. 

The commission last March 18th 


heard oral argument on the issue of what 
rules—if any—it should adopt relating to 
the treatment for accounting or rate- 
making purposes, or both, under the Fed- 


eral Power and Natural Gas acts, of tax 
savings resulting from the allowance of 
accelerated amortization in income tax 
computation. 

Following this oral argument, the com- 
mittee on statistics and accounts of the 
National Association of Railroad and 
Utilities Commissioners met in Wash- 
ington, D. C., and discussed the question 
of accounting for income taxes by utili- 
ties which took advantage of accelerated 
amortization pursuant to § 124A of the 
Internal Revenue Code. Section 124A 
authorizes a deduction from net income 
of the amortization, or depreciation, of 
the adjusted basis of an emergency facil- 
ity over a period of sixty months. The 
effect of this provision is to authorize a 
deduction of 20 per cent per year for de- 
preciation in lieu of normal depreciation 
over the estimated service of the property. 

As a result of the NARUC commit- 
tee’s discussion, it recommended the 
adoption of the amendments in the com- 
mission’s notice of proposed rule making, 
which was issued on June 26th. The pro- 
posed new account would appear immedi- 
ately after what is now termed “Net In- 
come,” but which title would be changed to 
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Net Income before Provision for Future 
“come Taxes.” The final title of the in- 
ye statement would then be called 
Net Income after Provision for Future 
mxes.” This income statement would 
ve all the relevant facts but at the same 
me would permit each state or Federal 
~gulatory commission to interpret the 
secial tax deduction as it saw fit—as an 
xpense item or as a reservation of profits, 


5 
Gas Industry Items 


ITH the appointment of a new Dep- 

uty Administrator to head the 
Petroleum Administration for Defense, 
tbecame apparent that PAD would con- 
‘nue to do business at the same old stand 
iter the July 1st cut-off date which spelt 
he doom of all the other emergency con- 
rol agencies specializing in public utility 
natters. PAD’s opposite number for the 
lectric utilities, and, like PAD, also un- 
er the wing of the Interior Department, 
vas the Defense Electric Power Admin- 
stration. It became defunct July Ist, 
long with the telephone, water, and 
ransit agencies elsewhere situated in the 
ontrols setup. 

The new boss of PAD will be Joseph 
\. La Fortune, South Bend, Indiana, oil- 
man, who is also prominent in educational 
ircles as trustee for both Notre Dame 
and Tulsa universities. He succeeded J. 
Ed Warren. PAD will continue to handle 
material allocations for both the oil and 
gas industries. 

PAD’s Gas Industry Advisory Coun- 
cil is recommending to Interior Secretary 
McKay that it be reorganized as an all- 
industry group, The present council has 
operated within the framework of PAD. 
Although largely composed of gas indus- 
try representatives, it is headed now by 
a government official, Oscar W. Morton, 
PAD’s acting assistant deputy adminis- 
trator for gas transmission and distribu- 
tion. The gas council, meeting in Wash- 
ington late last month, has approved a 
resolution calling on McKay to re- 
organize it along the lines of the National 
Petroleum Council, which is composed 
entirely of oil industry members and 
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works as an advisory group to the gov- 
ernment. (The NPC is a nongovernment 
agency financed by the industry and is 
the only organization of its kind.) 

Morton told reporters, after the coun- 
cil meeting, that the gas advisory group 
“does not feel it has done as good a job 
as it could have done,” because “a limita- 
tion has been placed on the council” by 
the Justice Department’s attitude “to- 
ward such groups,” and the council wants 
McKay to know this. Under a Justice 
Department ruling before the Eisenhower 
administration took office, such commit- 
tees working directly within defense 
agencies were required to be headed by a 
full-time government official. 


LONG the regulatory front, gas indus- 
try hope that the FPC will adopt 
a more liberal attitude on the amount of 
return needed to attract capital has been 
brightened by reports that FPC Chair- 
man Kuykendall has approved a re- 
examination of gas rate regulatory policy. 
Commission spokesmen have heretofore 
insisted that the adoption of the “cost-of- 
capital” criterion in three major rate 
cases does not represent a fixed policy 
on what the gas rate of return should be, 
and that it will make its decisions on a 
case-by-case basis. While no indications 
exist that Chairman Kuykendall differs 
with these contentions, a financial jour- 
nal recently pointed out that he is suffi- 
ciently convinced of the need for a re- 
examination of the issues to have under- 
taken a study of them. 

No drastic revision of the commission’s 
policy seems likely to occur until the ap- 
pointment of a successor (if one is in- 
tended) to Commissioner Wimberly, 
whose term expired. Since Wimberly is 
a Democrat, he would normally be re- 
placed by a Democrat. However, rumors 
persist that the administration will name 
an “Eisenhower Democrat” from one of 
the gas-producing states, such as Louisi- 
ana or Texas, thus bringing into the com- 
mission a viewpoint fresh from the field 
of gas production, with its problems of 
establishing transmission and distribu- 
tion. Commissioner Draper has succeeded 
Wimberly as FPC vice chairman. 
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Exchange Calls 
And Gossipf 


New Jersey Bell Presents New 
Rate Plea 


HE New Jersey Bell Telephone 

Company is asking approval of an 
$18,250,000 increase in annual revenue in 
the wake of a state supreme court decision 
denying the company a $9,800,000 rate 
boost. The court, in a 4-to-2 decision, up- 
held a public utilities commission ruling 
which had previously denied both the in- 
crease and a rehearing on the same in- 
crease request. The decision of the court 
ended more than three years of proceed- 
ings before the commission and the courts 
on this request. 

The company’s announcement of its 
new request was in line with the majority 
opinion of the court, written by Justice 
Burling, which stated the company’s 
remedy was to institute a new rate pro- 
ceeding, based on altered economic cir- 
cumstances, In its efforts to gain a re- 
hearing before the commission on the old 
request, the company had said that 
changed conditions between 1950 and 
1952 would require the granting of an 
additional $4,405,000 to the original $9,- 
800,000 request. The company had ap- 
pealed the commission’s decision to the 
court, alleging deficiency or error in the 
commission’s determinations concerning 
the rate base, income and expense, and 
rate of return. 

Burling, in the court’s majority opin- 
ion, said the commission’s decision was in 
accord with established legal principles 
and based on evidence properly consid- 
ered and evaluated. He noted that the 
company had received rate increases in 
1947 and 1949 which kept the rate of re- 
turn at 5.6 per cent. The court said the 
indicated rate of return on the proposed 
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new rate base ranged from 6.07 per cent 
to 6.37 per cent. It agreed with the com- 
mission that this rate of return was “fair 
and reasonable.” 


HE minority, in an opinion written [fjs j 


by Justice Heher, said the commis- 
sion’s action was arbitrary. It disagreed 
with the majority’s view that the com- 


pany’s remedy was to start a new rateliscri 


proceeding based on altered economic cir. 
cumstances since the filing of the first re- 
quest, Concededly, a reaffirmed rate of 
return today would be substantially less; 
than that found to be just and reasonable 
on the original determination, Heher 
wrote. “If the rate of return was just and 
reasonable under the circumstances exist- 
ing at the time of the original determina- 
tion, then it is insufficient under the com- 
pany’s present economic burden,” Heher 
stated. He said he favored remanding the 
case to the commission for further pro- 
ceedings. 

While the court upheld the commis- 
sion in allowing $77,300 in charitable 
contributions made by New Jersey Bell, 
the court ruled that the commission was 
in error for not “dissecting” the contribu- 
tions from other items disallowed. Law- 
yers interpreted this to mean that the 
court upheld charitable contributions by 
the telephone company as_ properly 
chargeable to operating expenses, since 
the contributions were in the public ir 
terest and a proper function of the con- 
pany. 

ca 


Court Rules on REA Act 


RECENT U. S. District Court decision 
A upholding the validity of so-called 
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ease-back contracts between five Mis- 
ouri electric co-operatives and the South- 
vestern Power Administration contained 
h ruling of possible significance to the 
rural telephone program. The ten Mis- 
kouri utility companies which brought 
suit against SWPA contended, among 
other things, that the Rural Electrifica- 
tion Act does not authorize the making of 
loans to finance construction of facilities 
9 serve municipalities having a popula- 
ion in excess of 1,500 inhabitants. 
Judge McLaughlin of the U. S. Dis- 
‘Btrict Court for the District of Columbia 
ruled that Congress did not intend “that 
a narrow interpretation of the act should 
be applied by the courts.” His decision 
is interesting in the light of a court test 
f REA telephone loan practices, now in 
process of litigation in Fountain County 
-§Circuit Court, Indiana. A telephone sub- 
scriber has filed for an injunction against 


it-Mthe enforcement of an order of the In- 


-Bdiana Public Service Commission ap- 

proving the transfer of certain formerly 
S—independent telephone properties in 
western Indiana to the Hoosier Rural 
Telephone Co-operative. The properties 
iwere sold under a probate court order to 


‘st- isettle an estate, and the co-op bought them 
-Bwith REA financing. 


In addition to questioning the legality 
of the acquisition under Indiana law, the 
subscriber’s suit also questions the valid- 
-Bity of such an REA loan to finance the 
acquisition of facilities in areas of more 
than 1,500 population, as limited by the 
REA act. The lower Indiana court has 
tuled that the telephone co-op and the 
public service commission must answer 
the suit, and preliminary efforts to have 
the case thrown out have been overruled. 
The fact that the suit was brought by a 
subscriber living in a city nearly three 
times the size of the 1,500 population 
limit on REA financing will provide a 
clear test. 


Ww _Tespect to the arguments 
_ against such loans by the ten Mis- 
sour! utilities, Judge McLaughlin stated : 


Congress in enacting the REA act 
was obviously motivated by a desire to 
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provide electrical service and its conse- 
quent benefits to rural residents, who, 
because of economic conditions and 
other factors, were thwarted in their 
attempts to secure such service by their 
own efforts. Thus, in the light of the 
purpose the legislation seeks to accom- 
plish, the practical objectives of the 
enactment bring the REA act within 
the realm of remedial legislation and 
afford persuasive evidence that Con- 
gress did not intend that a narrow in- 
terpretation of the act should be ap- 
plied by the courts. 


“Since the statute is primarily remedial 
in character,” Judge McLaughlin con- 
tinued, “its provisions must be construed 
practically and realistically, taking into 
consideration the intention of Congress, 
in order that effect may be given to the 
purposes for which the statute was en- 
acted and the ends sought to be attained. 
Bearing in mind these considerations, the 
court is of the opinion that a proper con- 
struction of the act does not prohibit the 
challenged acquisition where, as here, the 
record shows a substantial number of per- 
sons, in rural areas, who are now un- 
served, will be served as a consequence 


of the loan.” 
¥ 


Phone Taxes Criticized 


ELEPHONE service still takes top tax 

billing, even over such luxury items 
as furs, jewelry, perfumes, and night 
clubbing, the California Independent 
Telephone Association was told during 
the opening of its thirty-fourth annual 
convention in Los Angeles last month by 
Charles F. Mason, board chairman of 
the General Telephone Company of Cali- 
fornia, and for nineteen years chairman 
of the CITA. 

Peter E. Mitchell, California public 
utilities commissioner, discussed com- 
mon objectives of the commission and 
the telephone industry. In calling for 
good telephone service, he commented: 

The telephone industry has but one 
commodity to sell — communications 
service, Our goal should be to make it 
the best possible. 
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Analyzing telephone company condi- 
tions in California, Mitchell told the con- 
vention that “in spite of more than 275,- 
000 telephones gained (in California) 
during 1952, there still remains a back- 
log of unfilled orders in excess of 100,- 
000.” 

Mitchell urged continued improvement 
of service through modernization of 
equipment, greater determination to 
eliminate the backlog orders, and more 
emphasis on the employment and train- 
ing of qualified personnel. 


LYDE S. BAILEY, executive vice presi- 

dent of the United States Independ- 
ent Telephone Association, also stressed 
the necessity of “getting across to the 
American people, by an affirmative and 
positive approach, the story of independ- 
ent telephony and the job independent 
companies are doing.” Bailey told the 
convention : 


We have been so engrossed, up to 
this time, in carrying messages between 
subscribers that we have entirely 
neglected to get our independent in- 
dustry message across to the great body 
politic. We are beginning to see that 
it may be necessary to embark upon a 
nation-wide institutional advertising 
program in order that the romantic 
story of independent telephony may be 
adequately understood. 


Another leading speaker at the Cali- 
fornia meeting was Donald C, Power, 


president of the General Telephone 
Corporation of New York. Power 
warned that telephone company earnings 
would have to be better protected if the 
industry is to meet its challenging job of 
financing rapidly expanding plant con- 
struction and improvement. He referred 
to increasing interest costs. 

Power also commented on the disper- 
sion of large-city population to suburban 
and satellite smaller cities—a trend which 
he said would create more service re- 
sponsibilities and opportunities for the 
independent (non-Bell) telephone com- 
panies. 


Francis X. Welch, managing editor of 
PuBLic UTILITIES FORTNIGHTLY, spoke 
on the subject of “A Businessman’s Re- 
sponsibility in a Changing World.” Mr. 
Welch’s address was devoted to prob- 
lems posed by the impact of inflation on 
traditional regulatory patterns and more 
recent increased public regard for the 
businessman as a segment of modern so- 
ciety. 

* 


House Group Moves to Clarify 
FCC Act 


Te House Interstate and Foreign 
Commerce Committee has heard 
witnesses in favor of a bill to protect the 
exemption of local independent telephone 
companies from Federal Communica- 
tions Commission jurisdiction, notwith- 
standing the use of radio, The United 
States Independent Telephone Associa- 
tion was represented by Norman S. Case, 
USITA counsel since 1945, and Cyrus 
H. McLean of Chicago, chairman of the 
USITA Radio Service Committee. Need 
for the bill was seen in view of the con- 
struction put on language in the FCC act 
by some FCC staff members which 
threatens to deprive small independent 
telephone companies of their exemption 
from FCC jurisdiction if they go into 
the radio field. 

In recent years, telephone companies 
have been using radio more and more, 
in addition to their regular wire facilities 
for short-haul toll lines, automobile radio- 
telephones, and other practices. The non- 
controversial bill, sponsored by Repre- 
sentative O’Hara (Republican, Minne- 
sota) and Representative Rogers (Dem- 
ocrat, Texas) would clarify the language 
of the FCC act so as to retain the exemp- 
tion intended by Congress. Should Con- 
gress approve the new law, the FCC would 
be prohibited from moving in on such 
companies for the purpose of regulating 
rates, security issues, and other company 
matters now regulated by the state regu- 
latory commissions. No real opposition 
is expected to the measure. 
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Financial News 
and Comment 


By OWEN ELY 


Dividend Policy 


RECENT review of the dividend pay- 
A ments made by 88 of the larger 
electric utility companies revealed that 
in a recent twelve months’ period 35 of 
them, or about 40 per cent, had increased 
their quarterly dividend rates. With one 
possible exception there were no divi- 
dend decreases. Nevertheless, the aver- 
age dividend pay-out in the Forrt- 
NIGHTLY table of 135 electric utilities 
showed a recent average pay-out of 73 
per cent compared with 77 per cent a year 
earlier. This discrepancy may be ex- 
plained by the facts that (1) most of the 
dividend increases have been made by 
larger companies, and (2) that share 
earnings have increased in the past year 
for many companies, 

Several years ago John F, Childs, 
vice president of the Irving Trust Com- 
pany, wrote an article in the Fort- 
NIGHTLY (March 30, 1950, issue) en- 
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titled “Some Comments on Dividend 
Policy.” He pointed out the importance 
of dividend policy in relation to new 
financing, and stated his opinion that 
“the ability of AT&T to finance its $3 
billion construction program is believed 
by many to have hinged to a great extent 
on the fact that the company has followed 
a policy of at least maintaining the $9 
annual dividend since 1921. In spite of 
the fact that earnings have dipped, the 
common stock has held up reasonably 
well, because thousands and thousands 
of small investors have had faith that 
the $9 will be paid.” However, Mr. 
Childs would doubtless agree that the 
present $9 dividend rate is quite unfair to 
the old stockholders, in view of inflation. 


H° also stated that in evaluating 
utility common stocks emphasis 
had been shifted in recent years from 
the price-earnings ratio to the dividend 
yield. Some other conclusions were the 
following: (1) Utilities must depend on 
investors rather than speculators to 
absorb new stock offerings, since the 
speculator may “dump” his stock at any 
time, particularly if it proves disappoint- 
ing from the standpoint of appreciation. 
(2) The utility must depend on thou- 
sands of small investors, rather than a 
small group of wealthy investors, since 
taxes have dried up much of the poten- 
tial investments of the wealthy class. 
(3) A stable dividend policy and some 
gradual increase, as later pointed out, 
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rather than a large but irregular pay-out, 
produces better results in the long run. 
Once established, the dividend should at 
least be maintained even if it proves 
necessary in emergencies to dip into sur- 
plus. (4) On the other hand, to estab- 
lish too low a pay-out penalizes present 
stockholders. (5) In determining the 
pay-out percentage for an individual 
company, consideration should be given 
to (a) the percentage being earned on 
the rate base, (b) possible variations in 
earnings, and (c) the equity ratio or 
leverage factor. In view of the continued 
depreciation of the dollar in the past 
three years, Mr. Childs’ conclusions must 
be viewed with this fact in mind. 


| gyms he also pointed out that it 
is important to take into account 
the diluting effect of the new stock offer- 
ings which most companies now have to 
make every year or so. An offering of 
stock on a one-for-ten basis, for example, 
automatically increases the dividend pay- 
out percentage in about the same ratio. 
Of course, it is true that this may be 
concealed by reporting share earnings 
on “average shares,” but nevertheless 
actual share earnings are frequently re- 
ported by financial services even where 
the company’s official report may use 
average shares. 

If the pay-out is already somewhat 
above average, the issue of more stock 
is apt to make the coverage look rather 
“thin.” This may tend to reduce the good 
effects marketwise which might other- 
wise be obtainable from a generous pay- 
out. In general, Mr. Childs points out, 
the increase in the dividend rate (and 
the resulting prospects for appreciation) 
must depend largely on retained earn- 
ings. A company maintaining a 75 per 
cent pay-out over a 10-year period should 
be able to increase book value and share 
earnings, and the market price of its com- 
mon stock, by 28 per cent—assuming for 
illustrative purposes that it is permitted 
to earn a fixed return on its rate base 
and that business conditions remain uni- 
form throughout the period. The increase 
is the result of 2} per cent compound 
interest, which represents the amount 
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retained with an assumed 10 per cenj 
earned on mere book value and 75 pe 
cent paid out. With an 80 per cent pay 
out normal appreciation over the decat 
would be reduced to 22 per cent, and 
with an 85 per cent pay-out to 16 pe 
cent, “The importance of a gradual an¢ 
justified appreciation to the investor,’ 
Mr. Childs indicated, “should be mad 
clear to the regulatory authorities and 
fought for vigorously.” 


tee policy must be correlated 
with the practical problems inci- 
dent to obtaining rate increases from the 
state commissions. In the arguments 
before the staff or the commission itself 
opponents of a rate increase are apt to 
argue in favor of a high pay-out, on the 
ground that this should improve the 
market price and thus reduce the per- 
centage cost of common stock money, In 
developing average pay-outs, they may 
include companies with depressed earn- 
ings, in order to prove that high pay- 
outs are acceptable. Also, they com. 
pletely overlook the long-term effects on 
market evaluation of too high a pay-out 
in times such as the present. 

Pay-out of a high dividend in good 
times, that will have to be reduced with 
the first decline in earnings, can only 
have adverse effects on the stock and 
will result in lower market evaluation 
by investors over the long run. 


Wa tter Leason, utility analyst of 
e Montgomery, Scott & Co., of Phila. 
delphia and New York, has prepared 
a 25-page brochure entitled “A CG 
ordinated Study of Leading Electric 
Power and Light Company Common 
Stocks,” dated May Ist, which has 
attracted a great deal of interest in the 
financial district. In this study he devel- 
oped a method for the selection of attrac- 
tive utility stocks through (1) a deter- 
mination of the “standard” divideni 
which should logically be paid based o 
the earnings, financial strength, ani 
earned rate of return for each utility ; and 
(2) a study of the company’s growth 
potential based on planned increases it 
generating capacity. 
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“Tn combination,” he remarked, “these 
factors of a fair dividend policy and 
longer-term growth should enable one to 
obtain a superior selection of utility 
stocks. Several combinations of factors 
and objectives are possible. For those 
desiring appreciation, the best combina- 
tion would be a utility common with rela- 
tively large capacity increases scheduled 
and an actual dividend below what ft 
could afford to pay. For those seeking 
immediate income, a high current return 
would be imperative but preferably one 
not too far from that permitted by the 
company’s financial strength and, prefer- 
ably, a fair element of growth should 
exist.” 

Mr. Leason suggests a sliding scale 
for dividend payments corresponding to 
stock equity, which may be summarized 
as follows: 


Standard Dividend 


Common Stock 
Payment 


Equity 
20% 
25 


He then prepares a table of 55 electric 
utility companies showing how the 
“standard” dividend would differ from 
that actually paid. His next move is to 
adjust the earnings upward to a “mini- 
mum 6 per cent return” for companies 
which are earning less than that per- 
centage. (“Return” is the ratio of gross 
income to capital and surplus.) He then 
works out the resulting share earnings 
and the corresponding “standard divi- 
dend,” and then relates this dividend to 
the price of the stock to obtain a potential 
yield. 


INCE the study appeared, American 

Gas & Electric, Detroit Edison, and 
Public Service of Colorado have (by 
coincidence) adjusted their dividends 
upward in close conformity to the “stand- 
ard” rates which he suggested. On the 
other hand, two other companies also 
increased their dividends, although this 
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was not justified according to his 
formula. 

Mr. Leason admits that his “rate of 
return” is merely a rule-of-thumb figure 
and that rate bases in different states 
vary widely in make-up. However, he 
states : 

We are here using an arbitrary 
standard of gross income after taxes 
and depreciation but before interest 
as 6 per cent of capitalization and sur- 
plus, because this is usually the most 
reasonable expectation or goal in the 
industry and is generally closest to 
court decisions on rate of return, 


(However, we think that Mr. Leason 
should have related gross income to the 
average of capitalization for the begin- 
ning and end of the year. Because of the 
heavy increase in capitalization during 
the year, this would have the effect of 
raising his percentage return figures 
moderately in some cases, and sharply 
in others. ) 

Mr. Leason next tabulates the sched- 
uled additions to capacity for the 55 
companies. Finally he summarizes his 
various statistical data in a paragraph 
discussion and opinion for each stock. 
Some of Mr. Leason’s ideas agree with 
those of Mr. Childs, but he has perhaps 
ignored the fact pointed out by the latter 
that a utility “can’t eat its cake and 
have it too”; i.e., it can’t have both a 
high percentage pay-out and a high 
appreciation potential. 


I it a coincidence that some of the most 
popular “growth” stocks are those 
with low pay-outs and low yields such 
as Houston Lighting, Texas Utilities, 
and Florida Power & Light? These 
companies are aiding the stockholder by 
reinvesting a substantial part of share 
earnings so that he will benefit by the 
exceptional growth possibilities in their 
areas, The resulting increase in the mat- 
ket price of the stock should much more 
than compensate for the smaller yield. 
Mr. Childs has indicated to the writer 
his view that a purely mechanical 
approach to the matter of dividend pol- 
icy, such as would appear to be described 


112 





FINANCIAL NEWS AND COMMENT 


in Mr. Leason’s study, seems unwise at 
this time, and that he does not now favor 
very high pay-outs even with high equity 
ratios. Certainly it seems likely that no 
practical analyst would favor a 100 per 
cent pay-out policy at this time, no 
matter how high the equity ratio. 

The temptation may be great at this 
time to raise dividend rates, not only to 
bolster market price and aid equity 
financing, but also to foster the idea 
that the particular stock represents a 
“growth” situation, always popular with 
investors. Or perhaps in some cases it 
is just a matter of “keeping up with the 
Joneses.” Some dividend increases are 
fully warranted as the end result of a 
plow-back of earnings, but the unusually 
large number of increases in the past year 
by the larger utilities seems to indicate 
that some of them may be getting “a 
little ahead of themselves.” Mr, Leason’s 
table (pages 7 and 8 of his study) com- 
paring actual versus standard dividends, 
shows that as of April 24th for the 55 
large electric utilities tabulated, 32 divi- 
dend rates should be lower, 3 were about 
even, and 20 could be raised. (Equating 
earnings to a 6 per cent earnings basis 
would modify these figures.) 

In the writer’s opinion, each manage- 
ment must carefully weigh all the various 
factors involved and try to develop what- 


ever dividend policy is best for its own 
stockholders. In so doing it must con- 
sider not merely the present situation, but 
must give considerable weight to future 
contingencies and trends. 


* 


The Utility Construction 
Program for 1953-56 


HE Edison Electric Institute and the 

American Gas Association have re- 
cently issued reviews and forecasts cover- 
ing the construction programs of their 
respective divisions of the utility indus- 
try. The institute’s figures are stated 
in kilowatts of capacity while the gas 
association’s are given in dollars. Both 
forecasts reflect a continued belief in the 
rapid growth and expansion of the indus- 
try despite pessimistic fears in some 
quarters that a “recession is just around 
the corner.” 

The electric utility construction pro- 
gram in the last two years developed con- 
siderable “slippage” because of lack of 
materials so that in part the future pro- 
gram is intended to make up for these 
deficiencies. The 1951-52 figures for 
output and capacity, and the forecasts 
for 1953-56 as published by the institute 
in its “Thirteenth Semiannual Survey,” 
are summarized in the chart on page 105. 





Electric Companies 
Bonds 
Preferred Stock 
Common Stock 


Gas Companies 


Preferred Stock 
Common Stock 


Total Electric and Gas 


Source, Irving Trust Company. 





JUNE NEW-MONEY FINANCING 
(In Millions) 


Sold to 

Public Privately Financing 
$63 $46 109 
20 2 ’ 22 
45 50 95 


$128 $98 


Sold Total 


$128 $226 


$47 


$96 $143 
4 6 10 
$51 $153 


$102 
$179 $200 $379 
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The terms used therein may be de- 
fined as follows: Peak Capability rep- 
resents the maximum kilowatt output 
with all power sources available. It 
must, therefore, provide the necessary 
allowance for maintenance, emergency 
outages, and system operating require- 
ments. Gross Margin includes these pro- 
visions. Any remainder after these needs 
are met, is available for unforeseen loads. 

The American Gas Association, in a 
release dated June 23rd, reported that 
the gas industry plans to spend $4 billion 
for construction of new facilities and ex- 
pansion of present plant during the four 
years 1953-56, inclusive. (This would be 
slightly less than the $4.7 billion spent 
in the previous four years, 1949-52.) 
About $1.9 billion will be spent on trans- 
mission facilities, $1.4 billion on distribu- 
tion, and the remaining $637,000,000 on 
production, underground storage, and 
general facilities. 


HE estimate of expenditures for 
1953 is about one-quarter billion 
dollars less than was estimated a year 
ago. Continued delay in approving con- 
struction of pipeline facilities for the 
transmission of natural gas to the Pacific 
Northwest is a major reason for this 
drop, while some other pipeline plans 
also have been temporarily shelved. 
While less than half of the reporting 
companies furnished information regard- 
ing probable sources of funds, these com- 
panies indicated that (on the average) 
they expect to obtain 29 per cent from 
undistributed earnings and depreciation 
accruals, 51 per cent from sale of long- 
term debt, and 20 per cent from preferred 
and common stock issues, 


* 


Seeking a Higher Return on 
The Rate Base 


B’ and large the smaller utilities seem 
entitled to a higher return on rate 
base than the large companies, since the 
cost of new money is usually higher— 
particularly equity money. The Mid- 
year Review of Citizens Utilities Com- 
pany addressed to “all fellow stock- 
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holders” by President Richard L. Rosen- 
thal gives some interesting details of his 
company’s efforts to obtain a fair rate 
of return (plus adequate allowance for 
“erosion”) from some of the commis- 
sions in the states in which his company 
does business. 

In California the commission in May 
allowed rate increases for water proper- 
ties affording an immediate 6.35 per cent 
rate of return, intended to result in a 6 
per cent return in subsequent years tak- 
ing into consideration the recent trends 
in expenses and capital investment. 


uT in 1951 the commission had al- 

lowed a 6.9 per cent return, so that 
the present 6 per cent allowance is 
deemed “substantially inequitable” by 
Mr. Rosenthal. 

“Since the summer of 1951,” he 
pointed out, “there has been a marked 
increase in the cost of senior capital 
(bonds, debentures, and preferred stock) 
for all utility companies, a consequence 
of Federal government policy in the 
money markets. The biggest western 
utility in a mortgage bond sale around 
the middle of May, 1953, found that it 
had to incur an interest cost some 20 per 
cent greater than the interest cost of an 
almost identical borrowing in March, 
1952, only fourteen months previous. In 
the last six months, many other large 
utilities have found that in order to suc- 
ceed in raising senior capital, interest and 
preferred stock dividend rates had to be 
increased from 20 per cent to 50 per 
cent over the yield cost of comparable 
securities sold in 1951 and early 1952. ... 

“Next in importance in connection 
with this decision is the ‘regulatory lag’ 
involved. ... A finding by a commission 
that a utility is entitled to earn any 
specific rate of return on capital em- 
ployed is without significance and devoid 
of actuality unless rate relief is pro- 
vided quickly enough and in sufficient 
amount that, in fact, the utility reason- 
ably continuously achieves that return 
level. ... 

“Tt is obvious that without the ability 
to attract capital, the utility company 
cannot pay for, and therefore cannot 
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make, the additions and improvements to 
facilities which a commission’s standards 
for adequate service may indicate are 
required. Furthermore, unless a utility 
company can reasonably continuously 
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earn a satisfactory return on capital 
employed in its activities, it cannot 
justify the investment of its present own- 
ers’ capital : retained earnings and depre- 
ciation accrual.” 


CURRENT ELECTRIC UTILITY STATISTICS AND RATIOS 


Operating Statistics (April) 
Output KWH—Total ............ 


Capacity .... 


Hydro-generated .. 
Steam-generated .. 


ee 


Peak Load (February) ........... 
Pe SS NE hive wacanccckcvans 


Coal Stocks 


Unit 


Bill. KWH 


Mill. KW 


Mill. Tons 
Mill. MCF 
Mill. Bbls. 
Mill. Tons 


Customers, Sales, Revenues, and Plant (March) 
KWH Sales—Residential ......... 


Commercial ........ 
OS rere 


Total, Incl. Misc. .. 


Customers—Residential ........... 


Commercial .......... 
OS are 
Total, Incl. Others ... 


Income Account—Summary (March) 
Revenues—Residential ............ 
Commercial ............ 
Ee 
Total, Inc. Misc. Sales . 
Sales to Other Utilities . 
Misc. Income .......... 
Expenditures—Fuel ..............- 


OO Re 
Misc. Expenses .... 
Depreciation ....... 
,_ ewer 
ee 
Amortization, etc. .. 
Net Income ....... 
Pref. Div. (Est.) .. 
Bal. for Common 
Stock (Est.) .... 
Com. Div. (Est.) .. 
Bal. to Sur. (Est.) . 


Electric Utility Plant (March) 
Reserve for Depreciation and Amort. 
Net Electric Utility Plant ........ 


Life Insurance Investments (January Ist-June 13th) 


Utility Bonds 
Utility Stocks 

ae 
% of All Investments ............ 


D—Decrease. 






NC—Not comparable. 
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Ww 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 


——Share Earnings* 
6/24/53 Divi- . 
Price Approx. rent % In- 12 Mos. 
— About teld Period crease Ended 
Pipelines 


East Tennessee Nat. Gas . ‘ 31% Mar. 
Mississippi River Fuel ... 38 : 8% : DS Mar. 
Southern Natural Gas ...., f ’ é DS Mar. 
Tenn. Gas Trans. ....... 2 i ’ ; 31 Mar. 
Texas East. Trans. ...... ’ ’ : D29 Dec. 
Texas Gas Trans. ...... F ' ; D1 Mar. 
Transcontinental Gas .... ’ ‘ Y Dil Mar. 
Averages 
Integrated Companies 
American Natural Gas ... : ‘ : Mar. 
Colorado Interstate Gas .. 25 . : Dec. 
Columbia Gas System ... Mar. 
Commonwealth Gas Dec. 
Consol. Gas Util. ........ Jan. 
Consol. Nat. Gas Mar. 
El Paso Nat. Gas 
Equitable Gas 
Interstate Nat. Gas ...... 
Kansas-Neb. Nat. Gas .... 
Lone Star Gas 
Montana Dakota Utilities 
Mountain Fuel Supply ... 
National Fuel Gas 
Northern Nat. Gas 
Oklahoma Nat. Gas 
Pacific Pub. Serv. ....... 
Panhandle East. P. L. ... 
Pennsylvania Gas 
Peoples Gas Lt. & Coke .. 
Southern Union Gas . 
United Gas Corp 
Averages 
Retail Distributors 
Alabama Gas 
Atlanta Gas Light 
Brooklyn Union Gas .... 
Central Elec. & Gas 
Hartford Gas 
Houston Natural Gas ... 
Indiana Gas & Water .... 
Kings County Lighting ... 
Laclede Gas 
Minneapolis Gas 
Mississippi Valley Gas ... 
Mobile Gas Service 
New Haven Gas Light ... 
North Shore Gas 
Pacific Lighting 
Portland Gas & Coke .... 
Providence Gas 
Seattle Gas 
South Jersey Gas 
Springfield Gas Light .... 
United Gas Improvement . 
Washington Gas Light ... 
West Ohio Gas 


Averages 


Canadian 
15 S International Utilities .... 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER COMPANIES 
Share Earnings* 


1952 6/24/53 Divi- Cur- Price- 
Rev. Price dend Approx. rent Jo In- 12 Mos. Earn. 
(Mill.) About Rate teld Period crease Ended Ratio 


Communicati Comp 
Bell System 

Am. Tel. & Tel. (Cons.) 
Bell Tel. of Canada .... 
Cin. & Sub. Bell Tel. .. 
Mountain States T. & T. 
New England Tel. & Tel. 
Pacific Tel. & Tel. .... 
So. New England Tel. . 


Averages 


Independents 
Central Telephone 
Florida Telephone 
General Telephone 
Inter-Mountain Tel. ... 
International Tel. & Tel. 
Peninsular Telephone .. 
Rochester Telephone .. 
Southeastern Telephone 
Southwestern States Tel. 
United Utilities 
Western Union Tel. ... 


Averages 


Transit Companies 
Dallas Ry. & Terminal . 
Greyhound Corp. ...... 
Los Angeles Transit ... 
National City Lines ... 
Philadelphia Transit .. 
Rochester Transit .... 
St. Lous P. S.A .... 
Syracuse Transit 
i |* 2 ae See 
United Transit 
Averages 

Water Companies 

Holding Companies 
American Water Works 
New York Water Serv. 

Operating Companies 
Bridgeport Hydraulic .. 
California Water Serv. 
Elizabethtown Water .. 
Hackensack Water .... 
Jamaica Water Supply . 
New Haven Water .... 
Ohio Water Service ... 
Phila. & Sub. Water .. 
Plainfield Union Water 
San Jose Water 
Scranton-Springbrook . 
Southern Calif. Water . 
West Va. Water Service 30 


Averages 
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% $11.46** D1% Feb. 
2.35 40 Dec. 

4.61 1 Dec. 

6.96 52 Mar. 

7.41 D1 Mar. 
8.08** 4 Feb. 

26 Dec. 
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220 
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68 


ONPPrOrNn 
MAN DUN 
MBWNNOFKO 


a 
fo) 
rR 


Mar. 
Dec. 
Mar. 
Dec. 
Dec. 
Mar. 
Apr. 
Dec. 
Dec. 
Dec. 


mm a 
SrosorunNrN oe 
YUINTN DNA U1U100 


NDANRUD UN UA 
ae ee 


NOOWOOSFNONDOO 
Nate Neko le te Sem 


nN 
- 
Q 
sad 
~_ 


—_— 
~2SNN 


fr 
— eet ee 
wMONN 
xR 
ome 
a2nork 
aNeN 


N=Sy 
—s 
DEO 
Oownvui 


wWwowo 


| 3835) S885 
| 
| 


— a 


O 
S 
O 
Ss 
O 
O 
O 
O 
O 


So 
| | 
zR 
nd bs 
|e | 


Mar. 
Mar. 


A 


dot 
oo 
ol 
ND 

R 
m=) 
mA 


NO 


R 
A 
— 
nN 
ne) 


fy 
SRESSNVSSLZi 


= NOE weenie 
SArASSSSSS3SSS3S 


not 
» 
So 


May 
Dec. 
Dec. 
Mar. 
Dec. 
Mar. 
Dec. 
Dec. 
Dec. 
Mar. 
J Mar. 
1.23** D12 Dec. 


a 


mW hm NWNAN 
DBDOnNAUIN & 
st 
NANG Son R=N 
RCOAWWWONUDLwW 


POADAUNNUD RUD 
ss se 


WWONK De WwWhNDN OW no 
OOCO9O900COOMOO0O OW 
OoOmPluNNUh OONNI 


wn 
loa 
R 
_ 
w 
w 


A—American Exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. D—Decrease. *Earnings are calculated on present number of shares outstanding, 
except as otherwise indicated. **On average shares outstanding. #Includes stock dividend. 
(a)—Paid 4 per cent stock dividend. NC—Not comparable. 
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Regulation and the Fast Tax 


N™ that the Federal Power Com- 
mission has tentatively proposed 
a new accounting rule for gas and elec- 
tric utilities (including hydro licensees) 
to cover the acceleration of depreciation 
under the so-called “fast tax” certificate, 
a most comprehensive and informative 
analysis on this subject in the June issue 
of the Virginia Law Review is certainly 
timely reading, The author of the article 
“What Should Commissions Regulating 
Public Utilities Do about Accelerated 
Tax Amortization?” is A, J. G. Priest, 
professor of law at the University of Vir- 
ginia and a member of the well-known 
New York law firm of Reid & Priest. 

The FPC will hear oral arguments 
September 9th on its proposal to provide 
a new account for future income taxes 
resulting from accelerated amortization. 
This proposed account (on which in- 
terested parties have until August 19th 
to make known their views) is not likely 
to settle the basic argument as to whether 
so-called “tax-saving benefits” should go 
to the utility’s consumers or owners. It 
would simply be a means of providing 
the information, while at the same time 
permitting each state or Federal regula- 
tory commission to interpret the tax de- 
duction as it saw fit; 7. e., as an expense 
item or as a reservation of profits. That 
is the way the FPC news release ex- 
plained it, anyhow. 

Professor Priest points out that the 
accelerated amortization granted under 
the emergency defense certificates does 
not in the long run mean any necessary 
tax advantages at all. He gives the 
illustration shown on page 119. 

In this example, the taxpayer who 
selects the accelerated amortization al- 
ternative reduces his income taxes by 
$187,500 over the five years of speeded- 
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up depreciation deductions, but if the tax 
rate remains unchanged, he pays that 
precise amount in increased taxes over 
the remaining fifteen years. If tax rates 
go up after the 5-year period, he is out 
of pocket; if they do down, he will re- 
joice twice, 


gp Virginia Law Review article 
goes back into legislative history to 
stress this fundamental point that the in- 
come taxes are deferred rather than 
saved, Among the sources cited are: a 
1942 colloquy between ex-Secretary of 
Commerce Jesse Jones and Senator Taft 
(Republican, Ohio) ; a 1950 report of the 
Senate Finance Committee, headed by 
Senator George (Democrat, Georgia); 
and testimony by John D. Biggers 
(1940), chairman of the committee on 
taxation and finance (Council of Na- 
tional Defense), and ex-Administrator 
William H. Harrison of the now defunct 
DPA (1951). 

Professor Priest points out that Con- 
gress could have, if it so intended, denied 
the advantages of the tax acceleration to 
the gas and electric utilities, but it did 
nothing of the kind, At the FPC hearing 
on March 18, 1953, on whether to have 
a rule, FPC staff made only two vague 
references to legislative history. A New 
York commission official in a paper be- 
fore the NARUC convention in Little 
Rock, Arkansas, in 1952 said it was not 
within the province of a regulatory com. 
mission to nullify congressional intent by 
reducing rates by the amount of tax 
saving. Senator Magnuson (Democrat, 
Washington) said at the March 18th 
hearing that Congress intended that 
benefits “should be passed on to the con- 
sumer” but failed to give any specific 
references at all. 
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Under the FPC staff proposal, a pub- 
lic utility would receive no benefits if it 
elected to take accelerated tax amortiza- 
tion under a necessity certificate, As 
Professor Priest views the matter (as- 
suming an unchanged tax rate) : 


the over-all tax expense and 
therefore the over-all tax effect on the 
cost of utility service would be exactly 
the same whether the taxpayer did or 
did not elect to take accelerated amor- 
tization. Again using our example, the 
utility company would receive an 
interest-free, 10-year loan of $187,500 
from the United States Treasury, but 
that loan or advance would come from 
the Federal government by virtue of 
declared congressional policy, not from 
the company’s consumers or rate- 
payers. 

By way of contrast with the pro- 
cedure recommended by the committee 
on accounting procedure of the Ameri- 
can Institute of Accountants, approval 
of the FPC staff’s position would re- 
quire the recordation of no more than 
normal depreciation and taxes actually 
paid and, in a rate case, would reduce 
the cost of service in the 5-year amor- 


e 


5-year 
Amortization 
Annual income after 
other adjustments $1,000,000 
Cost of facilities .. 500,000 


tization period by the entire amount of 
the tax deferral (again, in the case of 
our example, $187,500). Thus the ag- 
gregate of the taxes deferred might 
be passed along to consumers or rate- 
payers who have invested no funds, 
assumed no responsibility, taken no 
action. 


CLypDE HarGrRovE, on behalf of the 
e Texas Eastern Transmission Cor- 


poration, was quoted, from the March 
18th hearing, as follows: 


There are probably three questions 
involved: First, was a benefit in- 
tended? Secondly, if so, what was the 
benefit intended to be? And, finally, 
who should receive the benefit ? 

As to whether a benefit was in- 
tended or not, the answer seems to me 
to be obvious. If no benefit was in- 
tended, there was no reason to pass the 
act. If no benefit was intended to 
utility companies, they should have 
been excluded. Finally, if no benefit 
was intended, the administrative 
agency should not have certificated 
them. 

The act was passed, They [utility 


20-year 
Depreciation Difference 


$1,000,000 
500,000 


Annual amortization 100,000 (20% ) 25,000(59%) 
900,000 


Taxable income ... 


Tax @ 50% 450,000 
Five-year total tax . 2,250,000 


Remaining cost* . 

Annual deduction** 

Taxable income ... 1,000,000 
co ke eee 500,000 


15-year total tax ... 7,500,000 


*Not yet depreciated 
**Depreciation 


20,000, 

20- eae 500, 
, ax 

a, " DE Sivcecuwes 2,250, 

: 15 Years 7, a 

, oS re 9,750 


000 
000 
000 
000 
,000 
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975,000 
487,500 


2,437,500 
375,000 
25,000 
975,000 
487,500 
7,312,500 


20,000,000 
500,000 


2,437,500 (187,500) 
7,312,500 187,500 
9,750,000 
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companies] were not excluded. They 
did get the certificates. It is as plain 
as the nose on your face that they [the 
certifying agency] did intend to confer 
a benefit unless they were just plain 
stupid. I am not prepared to say that 
they were just stupid. 

The nature of the benefit has been 
referred to variously by the staff and 
by Senator Magnuson as a windfall. 
I don’t know what they mean by the 
term “windfall” in view of the treat- 
ment which has been proposed here 
for rate purposes by the members of 
the industries who have presented this 
case to you... . What the industry gets 
is a loan, interest-free, for five years; 
and at the end of five years they start 
paying it back. 


Other testimony quoted in the Vir- 
ginia Law Review article, from the 
March 18th hearing, included comment 
by Franklin Hollis, representing Public 
Service Company of New Hampshire, 
and W. F. Stanley, vice president of 
Southwestern Public Service Company. 


ROFESSOR Priest’s article contains a 

most exhaustive review of accounting 
treatment by eighteen state commissions, 
which are classified in the following three 
groups (along with a reference list of 
company names, dates, etc., for each or- 
der or ruling classified) : 

(a) Thirteen states—Alabama, Flor- 
ida, Indiana, Kentucky, Maine, Michi- 
gan, New Jersey, North Carolina, Ohio, 
Pennsylvania, South Carolina, Virginia, 
and West Virginia—ordered: 

During the amortization period, charge 
to a subdivision of taxes under operating 
expenses an amount equal to the reduc- 
tion in income taxes resulting from the 
amortization of emergency facilities, 
crediting restricted surplus, (The Michi- 
gan Public Service Commission has is- 
sued orders to three different utilities, 
requiring two of them to credit restricted 
surplus, and one to credit a reserve.) 

During the period of increased income 
taxes after the amortization period, 
charge restricted surplus with an amount 
which will dispose of the accumulated 


JULY 16, 1953 


income tax reduction over the estimated 
remaining life of the emergency facilities, 
crediting a subdivision of taxes under op- 
erating expenses. 

(b) Four states—Georgia, Louisiana, 
New Hampshire, and New Mexico—or- 
dered : 

Same as for (a) above, except that a 
reserve for deferred income taxes is sub- 
stituted for restricted surplus. 

(c) One state — Washington — or- 
dered : 

During the amortization period, reflect 
actual taxes for the period in the income 
account, footnoting statements to reveal 
the estimated income tax deferment re- 
sulting from the amortization of emer- 
gency facilities. Transfer the portion of 
the income account equivalent to the esti- 
mated income tax deferment to restricted 
earned surplus and the balance to earned 
surplus. 

During the period of increased income 
taxes after the amortization period, re- 
flect actual taxes for the period in the 
income account, footnoting statements to 
reveal the estimated deferred income tax 
which is an excess due to the earlier com- 
plete amortization of emergency facili- 
ties. In each accounting period, transfer 
from restricted earned surplus to earned 
surplus an amount which will extinguish 
restricted earned surplus at the end of 
twenty-five years, 


T will be apparent from Priest’s classi- 

fication that three separate and dis- 
tinct kinds of accounting treatment have 
been provided by these eighteen state 
commissions, How many additional 
kinds of accounting treatment will be or- 
dered by other state commissions when 
and if they direct the use of particular 
accounting procedures in this connection 
cannot now be known. 

The diametrically different accounting 
treatment directed by the Washington 
and Pennsylvania commissions for Pa- 
cific Power & Light Company and Phila- 
delphia Electric Company is illustrative. 
Pacific, among other things, is directed 
to charge to expense only the actual Fed- 
eral income tax liability after giving ef- 
fect to accelerated amortization of emer- 
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gency defense facilities, but to earmark 
in Account 271, Earned Surplus, the 
amount of Federal income tax deferment 
brought about by reason of such ac- 
celerated amortization as “Restricted” 
(Amount of Federal Income Taxes De- 
ferred Due to Accelerated Amortization 
of Certain Facilities). By way of con- 
trast, Philadelphia Electric is directed, in 
addition to charging the actual Federal 
income tax liability to an expense ac- 
count, to charge to an expense account 
(Account 507A, Provisions for Deferred 
Federal Income Taxes) an amount equal 
to the reduction in Federal and state in- 
come taxes resulting from the accelerated 
amortization, with a corresponding 
credit to Account 271A, Earned Surplus- 
Restricted. 


HE Priest article contains an in- 
teresting letter from Ralph S. Trigg, 
former ODM official, written last Feb- 
ruary to former FPC Chairman Buchan- 
an. The following passage is most in- 
cisive : 
.. . It must be apparent that if the 
administrative practices of a regula- 
tory agency of the government have 
the effect of nullifying the benefits ex- 
tended to concerns in the regulated 
industries under the tax amortization 


statute, there is a clear danger that the 
co-operation of those industries in ex- 
pansion necessary to national defense 
will not be forthcoming. The invest- 
ment of private funds in the needed fa- 
cilities would probably not be made, at 
least as soon as the interests of national 
defense require, Furthermore, the per- 
suasive authority of a Federal ruling 
on this point might well extend that 
concept to state regulation with a con- 
sequent increase in the danger. 

From the viewpoint of the govern- 
ment as a unit, it is always unfortunate 
when citizens who take action in reli- 
ance upon inducements extended by 
one arm of the government in accord- 
ance with law are deprived of the 
benefits by another arm... . 


Professor Priest’s article concludes 
that any regulatory determination which 
causes a public utility not to elect to take 
accelerated amortization under a neces- 
sity certificate renders a serious dis- 
service to the nation’s ratepayers. The 
utility would at least get the advantage 
of what might be tantamount to an 
interest-free loan from the Treasury, 
thereby reducing cost of capital with a 
possibly resulting effect on the return 
allowance and the rate structure. 

—F.X.W. 





Need Seen for Independent Consultants 


op material changes wrought in the 
corporate structures, financing, and 
operating of public utility systems and 
companies by the administration of the 
Public Utility Holding Company Act of 
1935 have produced a need on the part 
of independent companies for having 
available the facilities of consultants, spe- 
cialists, and engineering organizations. 
This is the opinion of Granville H. 
Bourne, president of Commonwealth 
Services Inc., who presented his views 
in an article appearing in Public Utility 
Survey of Investment Dealers’ Digest, 
published June 1, 1953. 

Sourne pointed out that in the general 
and usual course of divestment or break- 


121 


up in the enforcement of § 11 of the 
Holding Company Act, distribution or 
other disposition was required of securi- 
ties held within parent companies. Such 
former subsidiaries thereupon embarked 
into the future as independent operating 
or integrated operating holding com- 
panies. “Heretofore, many of these com- 
panies had drawn upon the resources of 
the holding company for many planning, 
administrative, and operating services,” 
Bourne stated. “This was particularly 
true in the specialized fields of finance, 
engineering, rates, taxes, insurance, 
budgets, corporate work, and the many 
reports, studies, investigations, projec- 
tions, and ‘leg work’ demanded by legal, 
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regulatory, security, and other require- 
ments.” 


N some holding company systems this 
work was accomplished through the 
functioning of a mutual service company. 
With the enforced dissolution of a hold- 
ing company system or the required di- 
vestment of companies, such newly inde- 
pendent companies, heretofore sharing in 
mutual service functions, were faced with 
a new condition, Bourne pointed out. “It 
is at this point that the need of many 
companies for something to replace this 
former continuously available assistance 
becomes apparent. With hundreds of 
electric and gas companies moving into 
an independent status, there is presented 
a new, realistic, and practical require- 
ment for having on call the facilities of 
consultants, specialists, and engineering 
organizations,” he said. 
In proclaiming a “new day for con- 
sulting services in the utility field,” 
Bourne stated : 


In an era of rapid change and in or- 
der that such change may be translated 
into operating practices or capitalized 
in improvements, the present-day ef- 
fectiveness of such service is best testi- 
fied to, not by the consultants, but by 
the roll call of those companies turn- 
ing such services to their individual 
company use and advantage, This is 
also measured by the scope of services 
in demand—from design of power 
plants, transmission lines, substations, 
distribution systems, natural gas pipe- 
lines, compressor stations, and gas dis- 
tribution systems, into the fields of 
appraisals, economic feasibility studies, 
forecasts, special investigations of all 


types of problems, depreciation analy- 
ses, insurance, purchasing, pension 
plans, and employee relations, 


A look at three major and vital areas 
of present and future operation should 
indicate that the teamwork of consulting 
services with company management pro- 
duces results, Bourne said, These are 
financing, engineering, and rates. 


ad § ~ complexities of present-day 
financial programs from plan- 
ning, registration, and all its details, bid- 
ding, underwriting to obtaining and put- 
ting the money to work are vast and 
subject to a changing money market,” he 
continued. 

“The immediate changes and devel- 
opments in electric and gas practices 
and the interrelation of engineering to 
capital costs and operating costs in the 
whole earnings picture—plus the fore- 
seeable and yet-to-be-perfected energy- 
source developments ahead—are engag- 
ing the talent of consulting firms in joint 
efforts with the operating utility com- 
panies and governmental agencies.” 

In a similar manner, regulatory recog- 
nition of new concepts concerning money 
costs and the collateral recognition of eco- 
nomic and physical changes in property 
replacements and earnings needs are all 
elements that pose new challenges to 
those responsible for rates and their re- 
lation to a company’s earnings and credit 
standing, Bourne emphasized. These are 
some of the conditions, he concluded— 
“the day of hundreds of newly independ- 
ent companies and the problems in fi- 
nancial, physical, and human fields—that 
underlie a new day for independent con- 
sulting services.” 





“wr government will cut spending unless the people have 
courage enough to attack the attitude of dependence 
that has developed in so many groups. Neither the spending 
of government can be cut, nor can its power be reduced, if 
there is a continuation of the clamor for handouts and favors. 
People have to be more conscious of themselves as taxpayers.” 
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—WitiiaM A, Paton, 
Professor of economics, 
University of Michigan. 





The March of 
Events 


In General 


Asks FPC Review of Hell’s 
Canyon 


EPRESENTATIVE Horan (Republican, 
Washington) said recently he had 
asked the Federal Power Commission to 
make “an exhaustive and expert ex- 
amination and review of the relative 
merits of Hell’s Canyon dam.” 

He made public a letter written to the 
commission last month in which he 
urged that it “authorize any expenditure 
of time and effort necessary to reveal the 
hard core of material fact” in the plans 


of the Idaho Power Company for three 
Snake river dams and earlier govern- 
ment proposals to build a higher Hell’s 
Canyon dam. 

“Any decision made in the public in- 
terest,” the Congressman declared, “must 
envisage not only immediate benefits but 
also a recognition of responsibility to the 
generations to come in our rapidly ex- 
panding economy.” 

He asked that the commission’s study 
be “completely free of partisan bias and 
uninfluenced by divergent economic 
theories of development.” 


Colorado 


Charter Amendment Approved 


city charter amendment abolishing 
Denver’s home-rule privilege of 
regulating public utilities within its 
borders and turning that power over to 
the state public utilities commission was 
approved by Denver voters last month at 
a special election. 
Denver’s move in surrendering con- 
trol of its utilities to the state commis- 
sion presaged by a year possible similar 


action by 13 other home-rule cities in the 
state. 

The proposed state constitutional 
amendment to bring all privately owned 
utilities in the state, including those in 
home-rule cities, under the jurisdiction 
of the state public utilities commission 
was approved by the state legislature this 
year for submission to the electorate at 
the 1954 general election. A similar pro- 
posal was rejected by the voters last No- 
vember. 


Illinois 


Electric Rate Hike Asked 


6 pe Commonwealth Edison Com- 
pany notified the state commerce 
commission recently that it plans to raise 
its rates for electricity and gas approxi- 
mately 6.5 per cent. 

The increase, affecting 1,725,000 cus- 
tomers in Chicago and northern Illinois, 
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would bring the company $19,350,000 
new revenue annually. It covers electric 
rates in Chicago and gas rates in the ter- 
ritory served by the Public Service Com- 
pany of Northern Illinois, a division of 
Edison. 

The new schedule filed with the com- 
mission was based on a study of the com- 
JULY 16, 1953 





PUBLIC UTILITIES FORTNIGHTLY 


pany’s operations in the year ending 
April 30th. Company spokesmen point- 
ed out that the increase, if approved by 
the commission, would be the company’s 
first general rate increase in sixty-six 
years, in which period there have been 26 
rate reductions. It would be the second 
increase for the Public Service Company 


of Northern Illinois in approximately 
the same period, compared with 37 re- 
ductions. 

The new schedule also contains a 
clause which would permit the company 
to increase or decrease its rates, on the 
basis of the cost of fuel which it uses to 
power its generators. 


Kentucky 


Court Rules for Co-op 


’ I ‘HE state public service commission 
recently granted a permit to the East 
Kentucky Rural Electric Co-operative 
Corporation to build 400 additional miles 
of transmission lines to serve its $30,- 
000,000 generating plant at Ford. 

Unless the case is appealed to the 
courts, the decision ends two and one- 
half years of litigation over the proposed 
expansion. It was opposed by Kentucky 
Utilities, Union Light, Heat & Power 
Company, Kentucky- West Virginia 
Power Company, and Louisville Gas & 
Electric Company. 

The case originated in the commission 
back in 1950 and East Kentucky’s orig- 
inal victory there was upheld in Franklin 
Circuit Court. It was confirmed in part 
by the court of appeals, but the high court 
sent it back to the commission for a fresh 


determination on the point of whether 
400 miles of East Kentucky’s proposed 
transmission network of 597 miles would 
be wasteful duplication of existing lines 
of the protesting utilities. The commis- 
sion said no. 


Gas Rate Increase Allowed 


HE state public service commission 

last month authorized the Union 
Light, Heat & Power Company to in- 
crease gas rates in the Newport-Coving- 
ton area by $349,200 a year. The com- 
pany asked in its application for increases 
totaling $743,000. 

The firm has been charging the higher 
rates since February. The commission 
order means the company will have to re- 
fund the difference between the pro- 
posed and approved rates to its custom- 
ers unless it appeals the ruling to the 
courts. 


* 
Michigan 


Court Lifts Injunction 


HE state supreme court recently 
lifted a lower court injunction which 
prevented the state public service com- 
mission from considering the Michigan 
Consolidated Gas Company’s petition for 


a natural gas rate increase in Mt. 
Pleasant. 

The high court said that Circuit Judge 
Donald E. Holbrook of Mt. Pleasant had 
abused his discretion in preventing the 
commission from hearing the petition. 


Nebraska 


REA Groups Protest Tax 
Hike Move 


EPRESENTATIVES of four rural electric 
membership associations appeared 
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before the state board of equalization re- 
cently to protest proposed franchise 
taxes on them. The tax has been levied 
against the rural electric membership as- 
sociations only since 1950. This year the 
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state tax commissioner’s office is increas- 
ing the tax on most of these associations. 

C. A. Sorenson, Lincoln attorney, 
speaking for the REA groups, said they 
were private associations which do not 
serve the general public. Also, they 
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have no stock. The groups have no “spe- 
cial privileges.” 

In any case, Sorenson and other 
speakers said the franchise tax had noth- 
ing to do with the assessment on lines 
and transformers. 


New "Week 


Transit Bills Pass State 
Legislature 


HE Republican-controlled legisla- 

ture beat down a recent attempt by 
Democratic lawmakers to force the New 
York City Transit Authority to post- 
pone any increase in fares until after next 
fall’s mayoralty election. 

Meeting in special session to deal with 
crime and transit bills, the legislature re- 
jected by strict party votes in both houses 
the fare rise postponement and two oth- 
er Democratic proposals involving the 
city’s real estate taxing power. The sen- 
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ate vote was 31 to 19; in the assembly it 
was 94 to 50. 

At the same time, the legislators ap- 
proved, also by the same party votes, two 
Dewey administration measures amend- 
ing the Transit Act passed at the regular 
1953 session to conform with an agree- 
ment already reached by the city and the 
authority and granting the authority cer- 
tain powers formerly held by the board 
of transportation. 

All Democrats in both houses voted 
against the two bills despite the fact that 
Mayor Impellitteri officially endorsed the 
measure that ratified the agreement. 


Texas 


U. S. Court Next Stop 


Sis state’s natural gas-gathering tax 
is mainly an attempt to put the 
burden on consumers in other states, gas 
companies will tell the United States Su- 
preme Court in an appeal from state 
courts. 

The application was completed recent- 
ly when both the state supreme court and 
the Austin Court of Civil Appeals grant- 
ed permission for the appeal. 


If the Federal court in Washington ac- 
cepts the test cases, arguments probably 
will be held late this year, attorneys said. 

The test cases involve Michigan-Wis- 
consin Pipe Line Company and the Pan- 
handle Eastern Pipe Line Company, both 
interstate carriers. A third test case cov- 
ering only operations within Texas was 
not appealed. 

In all, 117 taxpayers have paid nearly 
$17,000,000 under protest since the levy 
started in September, 1951. 


* 
Virginia 


Utility Tax Advocated 


A“ NDIDATE for the Democratic nomi- 
nation for one of three Arlington 
seats in the state house of delegates re- 
cently proposed a 10 per cent tax on 
utility bills as one means of increasing 
Arlington’s revenues. 

Thomas J. Broyhill, one of five candi- 
dates for the three delegate seats, sug- 
gested the levy despite his admission that 
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it would be a “distasteful morsel” to the 
taxpayers. He said the county already 
has tapped virtually all other available 
sources of income and “must find new 
revenue.” 

Broyhili said he had discussed the tax 
proposal with local tax officials and had 
been informed the levy, applied to bills 
for water, gas, and other utilities, would 
bring the county between $200,000 and 
$250,000 a year. 
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Telephone Rates Not Based upon Buying Power of Money 


Tt: Utah commission denied a rate 
increase to a telephone company 
which had not done all it could to im- 
prove its inadequate service. Existing 
rates yielded a return of 5.6 per cent. The 
commission refused to find that such rates 
were confiscatory although it had found 
a return of 6 per cent to be fair in a 
previous proceeding. The commission 
said there must be a balancing between 
rates and service. 

The company claimed that if the re- 
turn to the equity holder was adjusted in 
terms of the buying power of the dollar 
and a similar adjustment was made in 
accruing depreciation, the stockholder’s 
position as to the real value of his invest- 
ment would remain the same as it was 
when he committed his money to the en- 
terprise. 

But the commission said it is a basic 
principle that the ratepayers shall not, 
by their rates paid for service, make a 
contribution to a utility’s capital. 

It was proposed that through the 
process of regulation the “real economic 
integrity” of capital invested in a public 
utility should be maintained. Under this 
theory the “real income” from an invest- 
ment in a public utility equity would have 
to be maintained at the same level re- 
gardless of price changes. In rejecting 
this argument, the commission said: 


It appears to the commission that in 
order to accomplish this, each investor 
would have to be treated individually 
depending upon when he bought the 
stock and the price paid for it. Other- 
wise, there would be inequality among 
the various stockholders. . . . An in- 


vestor who recently purchased stock 
of American Company or Mountain 
States Company might reap a windfall 
while one who bought stock many 
years ago might not have the “eco- 
nomic integrity” of his investment pre- 
served. If the full protection sought by 
the applicant could be made effective 
by some act or acts of this commission 
it would seem that the common stock 
would be freed of much of the usual in- 
vestment risks, with the dividend to 
the investor protected in an escalator- 
like fashion against changes in the pur- 
chasing power of the dollar. However, 
the applicant does not appear to advo- 
cate such a device for periods of defla- 
tion when it would be necessary to cut 
the valuation of the equity ownership 
commensurate with the increased pur- 
chasing power of the dollar. 


Company witnesses did not suggest 
that the economic integrity of the invest- 
ment of the holders of long-term tele- 
phone debentures need be maintained. 
The commission believed that the theory 
proposed would have the commission 
provide protection against inflation for 
a particular class of people, the telephone 
equity holder. The Public Utilities Act 
was not intended to empower or require 
the commission to protect utility stock- 
holders from the impact of the economic 
forces at work in this country. 

Current charges to the company’s ex- 
pense accounts give full recognition to 
the effects of inflation in so far as ex- 
penses are concerned. This fact, coupled 
with the fact that a substantial part of the 
present plant investment consists of dol- 
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lars of postwar shrunken dollar values, 
indicates that considerable protection 
from the impact of inflation already is 
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provided. Re Mountain States Teleph. 
& Teleg. Co. Case No. 3833, April 10, 
1953. 


7 


Doubt As to Supply Cost Does Not Justify 
Rejection of Rate Proposal 


N order of the Federal Power Com- 
mission rejecting, and returning 
without hearing, rate schedules and sup- 
porting material constituting tariff 
changes proposed by Mississippi River 
Fuel Corporation was set aside by the 
United States Court of Appeals, Third 
Circuit, and the matter was remanded to 
the Federal Power Commission. The 
commission had justified its summary ac- 
tion on the theory that the stated basis 
for about one-third of the proposed in- 
crease was an expected increase in the 
cost of gas to be purchased from United 
Gas Pipe Line Company. This company 
had not applied for increased rates. 

The commission conceded that much 
of the company’s proposed tariff sched- 
ule was based on claims which could not 
be rejected summarily as without merit. 
The commission argued, however, that 
it was asking too much to expect the 
commission, after full hearing at which 
all relevant facts might be adduced, to 
sort the “good from the bad.” Yet, said 
the court, precisely that is a principal 
purpose of the hearing and a major re- 
sponsibility of the commission. 

Congress contemplated that there 
would be cases in which, after hearing, 
some part of a requested increase would 
be approved even though some other 
part would be found inadequately sup- 


ported and disallowed. It would be arbi- 
trary and unfair, the court continued, to 
hold that the applicant includes any 
doubtful item of cost at peril of summary 
rejection of his entire proposal. 

The commission had only two alterna- 
tives. By failing to act, it could have al- 
lowed the rates to become effective; or 
it could have entered upon a hearing and, 
pending such hearing, could have sus- 
pended the proposed schedules for a pe- 
riod not exceeding five months beyond 
the proposed effective date. It did nei- 
ther of these. It purported to follow a 
third course, rejection without hearing— 
a course for which it could not show 
“even color of statutory authority.” 

The court decided that the commission 
should accept again the original papers 
filed, or duplicates thereof, and that im- 
mediately upon such resubmission the 
company should be privileged to make its 
proposed new schedules effective by fil- 
ing a motion for that purpose as is 
authorized and required by § 4(e) of the 
Natural Gas Act, subject to the right of 
the commission forthwith to direct and 
give notice of a hearing upon the new 
schedules and to safeguard customers by 
requiring the company to file a refund 
bond. Mississippi River Fuel Corp. v. 
Federal Power Commission (CA3d 
1953) 202 F2d 899. 


e 
Cost of Equity Capital Tested in Electric Rate Case 


peep electric rates that would 
yield a return of 5.85 per cent were 
considered reasonable by the New Jersey 
Board of Public Utility Commissioners. 

The cost of capital presented the most 
difficult problem. Experts for both the 
company and the state agreed on a cap- 
italization ratio of 51 per cent debt, 15 
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per cent preferred, and 34 per cent 
equity as reasonable. Both agreed, after 
independent study, as to cost rates of 3.07 
per cent for debt and 4.30 per cent for 
preferred stock. Their major point of 
disagreement was the cost of equity 
capital. 

The cost of equity capital based on his- 
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torical earnings, said the commission, 
should be given little weight in this in- 
stance. For a number of years the com- 
pany manufactured and sold gas and, for 
a considerable period, owned substantial 
amounts of securities of other companies. 
Further, the amount of operating income 
and rate of earnings on equity, for a 5- 
year period, were controlled largely by a 
rate adjustment plan. Recently, the com- 
pany had engaged in successive rate liti- 
gation and had experienced unusual 
storm damage. Another factor was that 
the company’s expert admitted that his- 
torical earnings were but one yardstick 
and that investors would give more 
weight to the most recently reported 
earnings related to the price put in by 
them. 

The company next arrived at a per- 
centage claimed necessary to attract com- 
mon equity capital by comparing electric 
companies’ equity earnings. After noting 
the substantial variations in earnings- 
price ratios, the commission said that a 
calculated average derived from ranges 
of such magnitude should not be sug- 
gested as the cost rate of equity capital 
in this case. 

A comparison by the company of elec- 
tric companies’ common equity earnings 
over a 4-year period netted a percentage 
said to be reasonable for the cost of 
equity capital. The commission said that 
here again is a mathematical average re- 
flecting no adjustment for unusual 
charges to operating expenses by any of 
the companies. Neither was there a 
forum, such as the market place, to evalu- 
ate the data. It was further stated that 
the data were shown as a percentage of 
the average of common stock, premiums, 
and surplus and that the amounts of 
fixed charges, dividend policy, and other 
factors, unique to each company, would 


affect the amount retained by a company 
in surplus, 

The rate of return on the net worth of 
U. S. manufacturing corporations and 
adjustments for changes in the cost of 
living, as presented by the company, 
were considered not pertinent because an 
electric company was involved and the 
cost-of-living index did not specifically 
measure the factors involved. 

An analysis of equity capital return by 
a state witness, and a cost of equity con- 
clusion of 9.72 per cent, was considered 
more reasonable. His comparison was for 
a 6-year period. The commission said 
that the longer period of comparison was 
more representative, notwithstanding the 
fact that for the first two years new com- 
mon stock financing was at a low level, 
earnings were relatively high since rev- 
enues had been increasing, and there 
were fewer electric common utility stocks 
in public hands. 

Companies with no preferred stock 
capitalization were eliminated in the state 
witnesses’ comparisons. Since capitali- 
zation ratios have an effect on the bal- 
ance available for equity, said the com- 
mission, to include companies which do 
not have preferred stock would be to dis- 
tort comparison with capital costs. 

The company’s witness recognized but 
did not present a specific study or opin- 
ion as to the effect of dividend pay-out 
policies as did the state witness. It was 
held that dividend pay-out policies 
should be considered in comparing com- 
mon equity capital. A dividend pay-out 
of 75 per cent to 80 per cent was consid- 
ered reasonable, since the company was 
a wholly owned subsidiary, and was one 
that would provide a sufficient margin 
for contingencies, including storm dam- 
age. Re New Jersey Power & Light Co. 
Docket No. 6981, May 13, 1953. 


= 


Condition As to Financing Attached to Authorization 
For Natural Gas Facilities 


7 Federal Power Commission ap- 
proved the construction of natural 


gas facilities by Permian Basin Pipeline 
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Company, El Paso Natural Gas Com- 
pany, and Northern Natural Gas Com- 
pany. Permian is to transport and sell 
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gas to Northern, while E] Paso is to 
transport and deliver gas to Northern 
for Permian’s account. 

Permian proposed to finance its proj- 
ect by issuing $32,250,000 of 43 per cent 
first mortgage 20-year bonds; 100,000 
units of interim notes and common stock, 
each unit to consist of $50 principal 
amount note bearing interest at the rate 
of 5.6 per cent and one share of common 
stock ; and 504,000 additional shares of 
common stock to be sold at $10 per 
share. 

The units of notes and common stock 
would be sold for $56 each. The notes 
would mature December 31, 1954, and 
would be payable at maturity by the 
issuance of sinking-fund preferred stock 
bearing a 5.6 per cent dividend rate. 

Permian was negotiating with certain 
life insurance companies for the pur- 
chase of the bonds and with a financial 
company for the purchase of 20 per cent 
of the units. Northern had agreed to 
take the remaining 80 per cent of such 
units. 

Holders of over 90 per cent of the 
presently outstanding common stock had 
indicated their intention to subscribe to 
the proposed issuance of additional com- 
mon stock. 

Several aspects of the plan of financ- 
ing, said the commission, made it neces- 
sary to require Permian to submit a defi- 
nite plan of financing which would 
correct the deficiencies. Permian con- 
tended that the 4} per cent interest rate 
on the bonds was required in order to 
make them salable. The commission made 
this comment: 


We are cognizant of the increasing 
cost of debt money, yet on the basis 
of the evidence adduced, we are not 
convinced that it is necessary to pay 
4} per cent for bond money to finance 
such a project as Permian where an 
assured return is practically guaran- 
teed under a cost-of-service rate which 
we are requiring. This latter factor 
was not given consideration in the 
negotiations with the insurance com- 
panies. 

With respect to the units, each con- 
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sisting of one share of common stock 
and one $50 note, it appears that of 
the $53.50 to be received by Permian 
for each unit, Permian will attribute 
a value of $10 to the one share of 
common stock included in the pack- 
age and $43.50 to the $50 note. Thus, 
a discount of $6.50 will be suffered on 
each $50 note under Permian’s plan. 
We see no justification for the crea- 
tion of any such discount on such 
short-term interim notes. Particularly 
is this true, where Northern is acquir- 
ing 80 per cent of such securities from 
its subsidiary. There is no evidence 
of record to justify the conclusion that 
Permian’s credit rating calls for financ- 
ing of such character. 

We also find that the amount of 
common equity will be initially less 
than the 15 per cent of capitalization 
which we have heretofore held to be 
the minimum standard. 


The commission also noted that there 
was an interlocking of directors of com- 
panies interested in marketing the se- 
curities, but that two directors proposed 
to resign if their continuance in office 
would jeopardize the rights of their com- 
panies to participate in the financing 
under the provisions of § 12 of the Nat- 
ural Gas Act. The commission com- 
mented that to now resign and yet par- 
ticipate in the profits which might be 
derived from the marketing of Permian’s 
securities under a plan of financing de- 
vised while they were directors of 
Permian would not suffice. 

Permian’s sales to Northern, in the 
opinion of the commission, should be 
made under a rate comprising a cost-of- 
service formula under which Permian 
would recover all reasonable and neces- 
sary operating expenses (including de- 
preciation expense) plus a fair return 
on a net investment rate base. A fair 
return was said to be only 6 per cent, 
since Permian would have an established 
market although it would be financing 
a new undertaking. Re Permian Basin 
Pipeline Co. Opinion No. 249, Docket 
No. G-1928, G-2134, G-2063, May 1, 
1953. 
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High Rate of Return Allowed Small Water Company 


—— water rates that would yield 
a return of approximately 8 per cent 
were approved by the Massachusetts De- 
partment of Public Utilities. The com- 
pany’s plant investment was approxi- 
mately $16,500. The department said 
that such a return was not unreasonable 
because of the small operation of the 
company and because the company had 
probably understated its operating ex- 


pense. 
The company was ordered, however, 


to revise its proposed schedule. The 
revised schedule, said the department, 
should provide for certain general rules 
and regulations so that company policies 
affecting time and manner of billing, 
discontinuance of service and charges, 
and all other matters pertaining to 
charges to be assessed would appear in 
printed form and not be merely a mat- 
ter of unwritten company policy. Re 
Cheshire Water Co. DPU 10420, May 
8, 1953. 


e 


Difference in Flat and Meter Rates Not Discriminatory 


A MUNICIPAL water plant’s fixed 
monthly charge to metered cus- 
tomers of $1.50 for the first 3,000 gal- 
lons and 50 cents for each additional 
1,000 gallons, while charging nonme- 
tered customers a fixed monthly charge 
of 50 cents and $1.50 for all water used, 
but allowing metered customers larger 
discounts for prompt payment, was not 
considered discriminatory by the Geor- 
gia Supreme Court. 

The court said that it was not of itself 


iB ipey Georgia commission authorized 
an electric company to increase 
rates for residential service while deny- 
ing authority for a commercial rate in- 
crease. Commercial rates were higher 
than the rates of two other electric com- 
panies in the state. On the other hand, 
the residential rate was considerably 
lower than the residential rate of one of 
the other companies. An application of 
that company’s residential rate would 
provide an adequate rate increase. 

The commission also ordered the com- 
pany to discontinue the collection of a 
penalty for delayed payment of bills. It 
said that the company should state its 
rates on a net basis, 

Invested capital was used as a measure 
of the company’s earnings requirement. 
This item represents the total dollar 


unreasonable or unjust for the plant to 
furnish service to some customers at 
flat rates and to others of the same class 
at meter rates, even though the rate by 
gallon used was higher to metered cus- 
tomers, because a difference in condi- 
tions of service justifies a difference in 
rates charged. In this instance, it was 
said, the difference in rates charged, 
based on difference of service, had some 
reasonable relationship. Jarrett v. City 
of Boston, 74 SE2d 549. 


e 


Return Based upon Invested Capital 


amount of outstanding securities of all 
types, together with surplus balances re- 
corded on the company’s books. The com- 
mission said that an adequate return on 
the invested capital provides a return on 
the securities issued by the company and 
appears to be a good measure of the 
company’s total earning requirement. 

The use of invested capital eliminates 
any question as to the amount of con- 
struction work in progress which is, or is 
not, in service and as to construction 
work in progress on which interest has, 
or has not, been capitalized. It also takes 
into account the extent to which accrued 
taxes represent a source of working capi- 
tal to the company. 

Since invested capital balance includes 
funds dedicated to construction work in 
progress, it is necessary to consider in- 
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terest during construction as a source of 
income in addition to income from op- 
erations. 

Furthermore, the commission said, the 
average balance of invested capital 
should be used since this is the average 
amount devoted to public service over 
the period in which the earnings have 
accumulated. 

The ratio of equity capital to the com- 
pany’s total capital was relatively high. 
In view of this fact the commission de- 
cided that a return of 10 per cent on the 
company’s equity would be entirely ade- 
quate. 


= 


Investment in plant and equipment was 
rejected as a rate base because there was 
no evidence as to the average balance of 
construction work in progress which was 
supposedly in service, nor the average 
balance of construction work in progress 
on which no interest was capitalized. 
There was further question as to why 
substantial amounts of construction work 
in progress still remained in the unfin- 
ished construction account even though 
a witness testified that the items were 
actually in service. Re Georgia Power & 
Light Co. File No. 19313, Docket No. 
470-U, May 11, 1953. 


Other Important Rulings 


HE Alabama Supreme Court ruled 

that the statute exempting motor 
carriers from regulation while operating 
entirely within the limits of a city or with- 
in its police jurisdiction did not give a 
motor carrier, with authority to conduct 
business from a certain city, the right to 
transport goods from points without the 
corporate limits but within the city’s po- 
lice jurisdiction. Smith Transfer Co., 
Inc. v. Robins Transfer Co., Inc. et al. 
63 So2d 351. 


A railroad, said a Pennsylvania court, 
has no right to notice and hearing con- 
cerning a commission order granting 
motor carriers temporary exemption 
from minimum rates, since such exemp- 
tion does not in any sense fix rates. Penn- 
sylvania R, Co. v. Schwartz, Equity 
Docket No. 2051, March 30, 1953. 


The Ohio Supreme Court said that 
the fact that a motor carrier had violated 
commission rules and regulations, which 
also constituted a statutory offense, did 
not prevent the commission from taking 
cognizance of such violation and from 
revoking the carrier’s certificate under 
statutory authority to revoke for good 
cause, notwithstanding the fact that a 
court had not prosecuted and convicted 
and forwarded the record to the com- 
mission. Dworkin, Inc. v. Public Uti- 
ities Commission, 111 NE2d 389. 
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The Minnesota commission held that 
the statute providing for the discontinu- 
ance of agency stations where annual 
business amounts to less than $8,000 did 
not distinguish between earnings derived 
from the transportation of freight, 
whether carload or less than carload or 
from any other source, and did not re- 
quire the commission to give considera- 
tion percentagewise to the amount of 
revenue that accrues to the operating 
company or to a connecting carrier. Re 
Chicago & N. W. R. Co. A-7216, April 
13, 1953. 


The Pennsylvania commission said 
that the statute prohibiting an assessment 
to be made against the Department of 
Highways by reason of, or to assist in, 
the elimination of a grade crossing in a 
third-class city did not repeal, amend, 
or refer to the Public Utility Law giving 
the commission power to require that the 
work incident to the elimination be per- 
formed in whole or in part by any public 
utility or municipal corporation, or by 
the commonwealth. Franklin v. Johns- 
town, Complaint Docket No. 14195, 
March 2, 1953. 


The Oklahoma Supreme Court said 
that where the record disclosed that the 
commission’s findings that public con- 
venience and necessity warranted the 
granting of an application to operate as 
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a motor carrier were supported by sub- 
stantial evidence, the court would sus- 
tain such order in the absence of a 
showing that the order was contrary to 
law. Re Choctaw Exp. Co. 253 P2d 822. 


The Ohio Supreme Court said that a 
commission order, granting an irregular 
motor carrier extension on the ground 
that each community was entitled, as a 
matter of policy, to both a regular and 
irregular service, violated the state pub- 
lic policy that no more motor trucks or 
busses be placed on the highways than 
public necessity requires, where there 
was no evidence to support public con- 
venience and necessity for such service. 
D. G, & U. Truck Lines, Inc. et al. v. 
Public Utilities Commission, 110 NE2d 
587. 


A Federal district court ruled that 
a state statute and bus company reg- 
ulation that required passengers to be 
segregated by races unlawfully burdened 
interstate commerce and that the bus 
company was liable to a passenger who 
was removed from the bus and arrested 
at the bus driver’s instigation for refusal 


to comply with such statute and regula- 
tion. Williams v, Carolina Coach Co. 
111 F Supp 329. 


The Civil Aeronautics Board said that 
the question of whether or not to author- 
ize an air carrier to operate over the 
route of an existing carrier is dependent 
upon public convenience and necessity 
and is not a question to be disposed of 
by an agreement between the carriers. 
Re Trans World Airlines, Inc. Docket 
No. 5219 et al. March 23, 1953. 


The Civil Aeronautics Board selected 
one of two local air carriers, rather than 
a trunk-line carrier, all having a common 
terminus, as being more suitable for a 
certificate extension because of the finan- 
cial benefit that would result to both car- 
riers and the resulting mail pay savings 
to the government, because the service 
was essentially local, and because, in ad- 
dition to the trunk line’s restricted single- 
plane service, the public would benefit 
from the local carriers’ single-plane op- 
eration. Re West Coast Airlines, Docket 
No. 4191 et al. April 27, 1953. 
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FEDERAL POWER COMMISSION 


Re Mississippi River Fuel Corporation 


Opnion No. 250, Docket No. G-1995 
May 11, 1953 


PPLICATION pursuant to §7 of the Natural Gas Act for 
A authority to construct and operate a pipeline to transport 
and sell gas on an interruptible basis for use in firing steam- 
electric boilers; decision of presiding examiner reversed and 

application denied. 


Certificates of convenience and necessity, § 104 — Natural gas for boiler use — 


Economies. 


1. Economy of operations is an important consideration in determining 
whether public convenience and necessity require authorization of facilities 
for the sale of natural gas to an electric company for use in firing steam- 


electric boilers, p. 131. 


Certificates of convenience and necessity, § 104 — Natural gas for boiler fuel — 


Adequacy of coal supply. 


2. The necessity of a natural gas supply for boiler fuel in the plant of an 
electric company was not demonstrated where the plant was situated close 
to several coal-producing areas, was designed to receive coal primarily by 
barge, and could also be supplied by rail, while its storage facilities would 
be able to store over a year’s supply of coal and, as indicated by the record, 
the plant could be successfully operated without natural gas, p. 131. 


Certificates of convenience and necessity, § 104 — Natural gas for boiler fuel. 
3. The use of natural gas as boiler fuel is an inferior usage, and while it 
is not to be denied in all situations, it should be permitted only on a positive 
showing that it is required by public convenience and necessity, p. 132. 


APPEARANCES: James L. White, 
A. W. Manley, and Charles E. Mc- 
Gee, for Mississippi River Fuel Corpo- 
ration; Robert E. Lee Hall, Jerome J. 
| McGrath, and Tom J. McGrath, for 
§ National Coal Association; Welly K. 
§ Hopkins, Jerome J. McGrath, and 
ffom J. McGrath, for United Mine 
=» Workers of America; Jerome J. Mc- 
Grath and Tom J. McGrath, for Fuels 
§ Research Council, Inc.; Harry L. Al- 
Bbrecht, for the staff of the Federal 
B Power Commission. 


[9] 129 


By the Commission: This is a pro- 
ceeding on an application, pursuant to 
§ 7 of the Natural Gas Act, 15 USCA 
§ 717, by Mississippi River Fuel Cor- 
poration (Mississippi) for authority to 
construct and operate a pipeline for the 
purpose of transporting and selling 
natural gas on an interruptible basis, 
and in volumes estimated at 4,650,000 
thousand cubic feet annually, to Union 
Electric Company of Missouri (Union 
Electric) for use in firing steam-elec- 
tric boilers in its new Meramec Plant. 
98 PUR NS 
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Mississippi’s application was filed 
July 9, 1952, and amended August 
1, 1952. A joint petition to inter- 
vene was filed by the National Coal 
Association, the United Mine Workers 
of America, and the Fuels Research 
Council, Inc., on August 6, 1952, and 
granted by order issued August 20, 
1952. By order issued August 29, 
1952, we denied Mississippi's request 
for shortened procedure and set the 
matter for hearing commencing Sep- 
tember 22, 1952. The hearing was 
commenced as scheduled and com- 
pleted the following day. By order 
issued October 6, 1952, we denied 
Mississippi's motion to omit the inter- 
mediate decision procedure. All 
parties filed briefs for the consideration 
of the presiding examiner, joint inter- 
venors, and Commission staff counsel 
opposing the application. In his de- 
cision and order issued February 9, 
1953, the presiding examiner granted 
the application, subject to several con- 
ditions and limitations, including one 
limiting operation of the facilities in 
question to a period of two years unless 
further extended by order of the Com- 
All parties filed exceptions 
and we heard oral argument thereon 
on April 17, 1953. 

Upon consideration of the entire 
record in this proceeding, including the 
several exceptions and the oral argu- 
ment, we have concluded that the ap- 
plication should be denied, and, accord- 
ingly, the decision of the presiding 
examiner must be reversed. 


mission. 


There is no jurisdictional contro- 
versy in this proceeding. Mississippi 
proposes to construct a 10-inch pipe- 
line, approximately 1.6 miles in length, 
extending from its main line No. 1 at 
a point in Jefferson county, Missouri, 
98 PUR NS 


in an easterly direction across the 
Meramec river to a point near Union 
Electric’s Meramac Power Plant near 
Kendall, St. Louis county, Missouri. 

Average daily delivery from the pro- 
posed lateral is estimated at 35,000 
thousand cubic feet, with a maximum 
peak hourly demand of 1,800 thousand 
cubic feet, although maximum delivery 
capacity at existing operating pres- 
sures would be about 75,000 thousand 
cubic feet a day. The total over-all 
capital cost of the proposed facilities 
is estimated at $132,690. Construc- 
tion of the facilities would take about 
a month. 

Union Electric Company of Mis- 
souri and its wholly owned subsidiary, 
Union Electric Power Company of 
Illinois, have purchased natural gas 
from Mississippi for use as boiler fuel 
in various steam-electric plants for a 
number of years. Union Electric 
serves an area of approximately 4,000 
square miles in Missouri, Illinois, and 
Iowa, including the city of St. Louis 
and environs. Its sales of 
energy in 1953 are estimated at 6,124. 
000,000 kilowatt hours. Union Flec- 
tric owns and operates two hrdr 
electric generating plants and_ six 
steam-electric generating plants. The 
Meramec Plant will be the seventh. 


electric 


All of the natural gas used by Union 
Electric as boiler fuel is purchased on 
an interruptible basis from Mississippi. 
Such gas purchases by Union Electric 
have ranged from 6,890,000 thousand 
cubic feet in 1948 to 15,203,000 
thousand cubic feet in 1950. The gas 
sold to Union Electric represents from 
about 8 to 13 per cent of Mississippi’ 
total gas sales and company-use ft 
quirements during the last five years. 


According to the application, Union 


130 





Ele 
con 
vol 
feet 
ati! 
wil 
pro 
inst 
on. 
sipf 
to | 
to t 
( 
Me 
not 
plas 
cei\ 
and 
cha: 
alsc 
will 
leas 
eno 
for 
prir 
tucl 
min 
acre 


RE MISSISSIPPI RIVER FUEL CORP. 


Electric’s Meramec Plant, now being 
completed, would use an estimated 
volume of 4,650,000 thousand cubic 
feet of gas annually with two gener- 
ating units in operation. The plant 
will be used as a base load plant, and 
provisions have been made for the 
installation of two or more units later 
on. The lateral proposed by Missis- 
sippi would have a capacity sufficient 
to serve two more units in addition 
to those now being installed. 

Coal will be the basic fuel at the 
Meramec Plant, and natural gas would 
not be used alone at any time. The 
plant is located and constructed to re- 
ceive coal shipped by barge, and barges 
and loading facilities have been pur- 
chased and constructed. Coal may 
also be received by rail. The plant 
will have a coal storage capacity of at 
least 1,000,000 tons, which would be 
enough to operate the first two units 
for 400 days. Coal for the plant will 
principally come from Western Ken- 
tucky where Union Electric owns a 
mine now in operation and other coal 
acreage, as yet undeveloped. 


[1] The price of gas that would be 
purchased from Mississippi by Union 
Electric for use at the Meramec Plant 
would be 19} cents per thousand cubic 
feet on a straight commodity basis. 
The price of coal of equivalent heat 


value is 21 cents. However, the record 
here shows that natural gas in this in- 
stance would be less efficient than coal 
as a fuel so that the resulting savings 
to Union Electric would be about half 
a cent per thousand cubic feet, or ap- 
proximately $23,250, if 4,650,000 
thousand cubic feet of gas a year were 
used. Economy of operations is an im- 
portant consideration in determining 


whether : H 
Whether public convenience and neces- 
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sity require authorization of a sale 
such as this. The savings to Union 
Electric would be very small, and the 
advantage to its customers, at best, 
correspondingly slight. By way of 
contrast, the prospective economy in 
operations, on a unit of natural gas 
basis, have usually been several times 
larger in analogous proposals. Thus, 
in Docket No. G—2067, in Re Texas 
Gas Transmission Corp. examiner’s 
decision issued April 1, 1953, the esti- 
mated savings to the prospective pur- 
chaser was approximately 25 times 
larger than that estimated here. 


[2] Nor has Mississippi demon- 
strated that natural gas is necessary to 
Union Electric’s operation of the 
Meramec Plant. The plant is situated 
close to several coal-producing areas. 
It is designed to receive coal primarily 
by barge and can also be supplied by 
rail. Its storage facilities will be able 
to store over a year’s supply of coal. 
The record in this case clearly indicates 
that the Meramec Plant can be success- 
fully operated without natural gas. 

Mississippi has urged that a supply 
of gas should be available for the 
Meramec Plant in the event of a coal 
strike or other crisis. But this argu- 
ment does not support the need for 
sustained sales of large volumes of 
gas when no crisis is present. If the 
parties believe and it can be shown that 
standby natural facilities are 
needed for the Meramec Plant, prece- 
dent may be found in Re Northern Nat. 
Gas Co. (1945) 4 FPC 1099, 61 PUR 
NS 65, where, after denial of an appli- 
cation for facilities to transport a 
quantity of gas for boiler fuel usage 
much smaller than that involved here, 
authorization was granted to use such 
facilities for deliveries of natural gas 
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solely for operation of pilot burners, 
ignition purposes, and as emergency 
standby. 

[3] We have repeatedly held that 
the use of natural gas as boiler fuel 
is an inferior usage and that, while it 
is not to be denied in all situations, it 
should be permitted only on a positive 
showing that it is required by public 
convenience and necessity. Here, Lac- 
lede Gas Light Company (Laclede), 
which serves the city of St. Louis and 
environs and is Mississippi’s largest 
customer, is unable to meet much of 
the demands of its customers for us- 
ages which are generally superior to 
that here proposed. Mississippi pres- 
ently cannot supply these unsatisfied 
demands because of capacity limita- 
tions. Both Mississippi and Laclede 
are making efforts to develop storage 
facilities in the St. Louis area, but 
the status of these plans is not now 
determinable from the information in 
the record. 


There is also a problem respecting 
the adequacy of Mississippi's gas re- 
serves, particularly if means are found 
to satisfy more of the present demands 
of Laclede’s customers and if the de- 
mands for gas from Mississippi con- 


tinue to grow. The record shows that 
Mississippi's total sales and company- 
use requirements have grown from 
nearly 70,000,000 thousand cubic feet 
in 1948 to over 154,000,000 thousand 
cubic feet in 1952. By way of con- 
trast, Mississippi recently estimated, 
in proceedings at Docket Nos. G- 
1281 et al., that its annual input re- 
quirements would remain constant at 
130,000,000 thousand cubic feet from 
the year 1955 through 1971. 

We stated in our findings and order 
issued September 2, 1952, in the G- 


1281 proceedings that this estimate 
was “probably low.”” Mississippi there 
assumed that, after 1953, it would no 
longer make any sales to Union Elec- 
tric. Mississippi now believes that it 
will continue to serve Union Electric 
so it has raised its annual requirements 
estimates for the years after 1952 by 
16,000,000 thousand cubic feet to re- 
flect continued sales to Union Electric, 
including the sale to the Meramec 
Plant proposed in this proceeding. 
Mississippi contends that its reserves 
are sufficient to sustain sales at this 
level. We need not pass on this con- 
tention. It is sufficient, in view of all 
the facts of this case, to note that 
Mississippi’s requirements are prob- 
ably underestimated. 

It is true that the proposed sale 
would be financially advantageous to 
Mississippi. And Union Electric 
would realize a slight saving in cost 
of fuel. Also, sales to the Meramec 
Plant would serve to raise the load 
factor on Méississippi’s pipelines. 
However, with a present load factor 
of approximately 85 per cent, Missis- 
sippi is in no danger of having to 
pay for gas which it cannot use under 
its take-or-pay-for gas purchase con- 
tracts. 

But the few immediate advantages 
are more than counterbalanced by the 
disadvantages discussed above. In 
short, taking into consideration all the 
elements present in this proceeding, 
it is clear that Mississippi has failed 
to demonstrate that present or future 
public convenience and necessity re- 
quire construction and operation of the 
facilities for which authority is here- 
in requested. Indeed, the record shows 
that permitting operation of the facil- 
ities as proposed might result in harm- 
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ing the interests, now or in the future, 
of Mississippi and its present or future 
customers, 

Upon consideration of the evidence, 
the briefs filed, the examiner’s deci- 
sion, the exceptions thereto, the oral 
arguments, and the entire record, we 
further find: 

(1) Mississippi River Fuel Corpo- 
ration (Mississippi) a Delaware cor- 
poration having its principal place of 
business at St. Louis, Missouri, owns 
and operates a natural gas transmis- 
sion pipeline system located in the 
states of Texas, Louisiana, Arkansas, 
Missouri, and Illinois. By such opera- 
tions Mississippi is engaged in the 
transportation and sale of natural gas 
in interstate commerce for resale for 
ultimate public consumption, subject 
to the jurisdiction of the Commission 
and is, therefore, a “natural-gas com- 
the meaning of the 


pany” within 
Natural Gas Act as heretofore found 


by the Commission in its order of 
March 1, 1944, in Docket No. G-291, 
4 FPC 535. 


(2) The facilities which Mississippi 
proposes to construct, as described in 
its application herein, are intended to 
be used and operated for the transpor- 
tation of natural gas in interstate com- 
merce, subject to the jurisdiction of the 
Commission, and the construction and 
operation thereof are subject to the 
requirements of subsections (c) and 
(e) of §7 of the Natural Gas Act, 
15 USCA § 717f (c), (e). 

(3) Mississippi has not demon- 
strated on this record that the con- 
struction and operation of the facilities 
proposed herein are required by public 
convenience and necessity. 

(4) The application of Mississippi 
herein should be denied. 

The Commission orders: 

(A) The decision of the presiding 
examiner issued herein on February 
9, 1953, be and it hereby is reversed. 

(B) The application of Mississippi 
River Fuel Corporation herein be and 
the same hereby is denied. 
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Harry Katz et al. 


American Telephone & Telegraph 


Company et al. 


Docket No. 9500 
March 20, 1953 


P ETITION for rehearing of order requiring modification of tele- 


phone tariff provision for denial of service used for unlawful 


purposes; rehearing denied. For earlier decision, see (1951) 92 


Service, § 


PUR NS 1. 


134 — Discontinuance for unlawful use — Advice from law enforce- 
ment officer. 


1. A telephone tariff providing that service will not be furnished if any 


law 


serv 


enforcement agency, acting within its jurisdiction, advises that such 
ice is being used or will be used in violation of law is unlawful in so 


far as it purports to immunize the company from all responsibility for dis- 
continuance of service and to bind the company in all instances automatically 


to di 
that 


iscontinue service upon receiving advice from a law enforcement agency 
the service is being used for illegal purposes, p. 137. 


Service, § 134 — Discontinuance for unlawful use — Advice from law enforcement 


officer. 


A telephone tariff providing that the company will refuse service where 


it hc 


as probable cause to believe it is being used or will be used for an 


unlawful purpose and establishing advice from a law enforcement agency 
as a conclusive presumption that the company has “probable cause” to 
believe that service is being used for an unlawful purpose was disapproved 


des} 
tion 
witl 


Service, § 


»ite the fact that it provided for advance notice of the company’s inten- 
to abide by its own tariffs unless the circumstances require acting 

1out notice, p. 137. 

134 — Discontinuance for ry 2 — Advice from law enforcement 


officer. 


A telephone tariff providing that the company will refuse service where 
it has probable cause to believe it is being used or will be used for an 


unlz 
asa 
that 
of t 


awful purpose and in establishing advice from a law enforcement agency 
conclusive presumption that the company has “probable cause”’ to believe 
service is being used for an unlawful purpose is objectionable because 
he fact that it would bind the company to discontinue service in every 


case where a law enforcement agency advised that the service was being 


usec 
the 


1 for an illegal purpose, without regard to the nature of the notice from 
law enforcement agency, and even if the com} any were aware of the 


fact that the information contained in the agency's notice was untrue, p. 137. 
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Service, § 134 — Discontinuance for unlawful use — Advice from law enforcement 


officer — Notice requirements. 


4. A telephone tariff providing that, before discontinuing service to a 
subscriber upon advice from a law enforcement agency that such service 
is being or will be used in violation of law, the telephone company shall give 
the subscriber reasonable advance notice of its proposed action unless the 
circumstances require acting without notice, was held to be objectionable 
in view of the indefiniteness of the notice requirements, p. 137. 


Interstate Commerce, § 73 — Federal Commission jurisdiction — Illegal use of 


interstate telephone facilities. 


5. The Federal Communications Commission refused to allow telephone 
companies to omit from interstate telephone tariffs all regulations dealing 
with the use of telephone facilities for unlawful purposes and to leave such 
regulations entirely to the states and local authorities, since the use of 
interstate telephone facilities for illegal purposes is one which the Federal 


Commission must consider, p. 138. 


(Wacker, Chairman, dissents.) 


By the Commission: 1. The Com- 
mission has before it a petition for 
rehearing, filed by the defendants in 
this proceeding, directed to the Com- 
mission’s decision of December 21, 
1951, 92 PUR NS 1. which ordered 
the defendants to file tariff schedules 
canceling the second sentence of their 
currently effective and identical tariff 
regulations which relate to the use of 
telephone services for unlawful pur- 
poses.’ The complainants, Harry Katz 
and Bertha B. Katz, filed an answer 
to defendants’ petition for rehearing 
and the chief of the common carrier 
bureau filed two statements, one in 
connection with the petition for re- 
hearing, the other with respect to the 
answer to that petition. After the fil- 
ing of the petition for rehearing, the 
states of California, Nebraska, Flor- 
ida, and Missouri petitioned the Com- 
mission to intervene in these proceed- 


ings. Complainants filed an opposi- 
tion to these petitions to intervene. 

2. In its petition for rehearing the 
defendant telephone companies first 
request the Commission to reconsider 
its decision and to hold the existing 
tariff to be just, reasonable, and law- 
ful and to dismiss the complaint. In 
support of this position defendants ad- 
vance the same arguments which 
they presented to the Commission prior 
to the decision. Defendants further 
state that if the Commission continues 
to disapprove the existing tariff regu- 
lation, it approve as just, reasonable, 
and lawful a tariff regulation substan- 
tially as follows: 

“The service is furnished subject to 
the condition that it will not be used 
for an unlawful purpose, and that the 
telephone company will refuse or dis- 
continue service where it has probable 
cause to believe that such service is 





1 The tariff regulation in question (AT&T 
Tariff FCC No. 132, 2nd Revised Page 10A, 
$B, par 10 and C&P Tariff FCC No. 3, Ist 
Revised Page 11B, § B, par 16) provides as 
follows : 

. Service is furnished subject to the condi- 
tion that it will not be used for an unlawful 
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purpose. Service will not be furnished if any 
law enforcement agency, acting within its juris- 
diction, advises that such service is being used 
or will be used in violation of law, or if the 
telephone company receives other evidence 
that such service is being or will be so used.” 
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being, or will be, used in violation of 
law. Advice from a law enforcement 
agency, acting within its jurisdiction, 
that such service is being, or will be, 
so used shall constitute probable cause 
within the meaning of this regulation ; 
but provided that, before acting upon 
such advice, the telephone company 
shall have given the subscriber rea- 
sonable advance notice of its proposed 
action, unless the circumstances re- 
quire acting without notice. The sub- 
scriber’s right to secure a determina- 
tion by a court or Commission that 
service should be furnished or restored 
shall not be prejudiced by this regula- 
tion or any action of the telephone 
company under it.” 

3. The telephone companies further 
request that, if the Commission finds 
both the existing tariff regulation and 
the alternative suggested in the peti- 
tion for rehearing unacceptable, the 
Commission direct that all regulations 
concerning illegal use of telephone 
service be removed from the inter- 
state tariffs, without determining 
whether they are unreasonable and un- 
lawful, and that regulation of illegal 
use of service be left to state and local 
authorities. In any event, the defend- 
ants ask that the Commission modify 
its decision to make clear that the Com- 
mission has not determined that the 
carriers may not, by means of tariffs, 
protect themselves from the dilemma 
of incurring criminal prosecution or 
civil liability when they are notified 
by a law enforcement agency that 
telephone service is being or will be 
used for an unlawful purpose. De- 
fendants also request further oral argu- 
ment and such additional relief as the 
Commission may deem appropriate. 

4. The answer to the petition for 
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rehearing, filed by complainants, al- 
leges that all the arguments advanced 
in the petition with respect to the 
legality of the existing tariff regula- 
tion have previously been considered 
by the Commission and urges that the 
Commission adhere to its decision 
holding the second sentence of the ex- 
isting tariff to be unjust, unreasonable, 
and unlawful. Complainants assert 
that the scope of this proceeding is lim- 
ited to consideration of the existing 
tariff regulation and that any consid- 
eration of the new tariff regulation 
proposed in the petition for rehearing 
would be improper at this stage of the 
proceeding. They further assert that 


the new proposal is subject to the same 
infirmities as the existing regulation. 


5. In its two statements concerning 
the petition for rehearing and com- 
plainants’ answer thereto, the Com- 
mission’s common carrier bureau urges 
that the petition be granted. The bu- 
reau reaffirms its position that the 
existing tariff regulation is reasonable 
and lawful and also supports, with cer- 
tain reservations, the new tariff regula- 
tion proposed in the petition for re- 
hearing. Reference is made to state- 
ments in the complaint which initiated 
the proceeding and the complainants’ 
brief to support the argument that 
consideration of the new tariff regula- 
tion is within the scope of this pro- 
ceeding. The bureau opposes the al- 
ternative proposal suggested by de- 
fendants that, if the Commission 
rejects both the existing tariff regula- 
tion and the regulation suggested in 
the petition for rehearing, it eliminate 
all regulations concerning illegal use 
of telephone facilities from the inter- 
state tariffs and leave such regulation 
of interstate service to the states. It 
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is alleged that the Commission has pre- 
viously rejected the argument that it 
has no jurisdiction over facilities used 
in common for interstate and intra- 
state service and that Congress has 
given the Commission jurisdiction 
over interstate telephone rates and 
service which subscribers are entitled 
to have the Commission exercise. 

[1] 6. The arguments advanced by 
the defendant telephone companies and 
the common carrier bureau in support 
of their request that the Commission 
reconsider its conclusion that the sec- 
ond sentence of the existing tariff regu- 
lation concerning the use of telephone 
facilities for unlawful purposes are 
unjust, unreasonable, and therefore 
unlawful have all been thoroughly con- 
sidered and discussed in the Commis- 
sion’s decision in this proceeding. Re- 
examination of these contentions has 
not altered our previous judgment 
that the existing tariff regulations are 
unlawful in so far as they purport to 
immunize the carriers from all respon- 
sibility for discontinuance of service 
and to bind the carriers, in all in- 
stances, automatically to discontinue 
service upon receiving advice from a 
law enforcement agency that the serv- 
ice is being used for illegal purposes. 

[2-4] 7. The new tariff regulation, 
which defendants propose in their peti- 
tion for rehearing, is put forward as 
an alternative which defendants allege 
meets the Commission’s objections to 
the existing regulation. Under the 
new proposal “probable cause’’ that 
facilities were being used for an illegal 
purpose would be the touchstone for 
discontinuance of service by the carri- 


ers, and advice from a law enforce- 
ment officer that the service was being 
used illegally would, in all instances, 
constitute probable cause. The prin- 
cipal difference from the existing tar- 
iff regulation is that the new proposal 
would provide that, before acting on 
advice of illegal usage of facilities 
from a law enforcement agency, the 
carrier would give the subscriber “‘rea- 
sonable advance notice of the proposed 
action, unless the circumstances re- 
quire acting without notice.” Defend- 
ants contend that this new tariff regu- 
lation would adequately protect the 
rights of the subscribers. 

8. We have given careful considera- 
tion to the proposed new tariff regula- 
tion suggested by the defendants in 
their petition for rehearing. But we 
are of the opinion that it does not cure 
the defects in the tariff to which we 
averted in our decision. For the new 
proposal, in providing that the carri- 
ers will refuse service where they have 
probable cause to believe it is being 
used or will be used for an unlawful 
purpose and in establishing advice 
from a law enforcement agency as a 
conclusive presumption that the tele- 
phone company has “probable cause” 
to believe that service is being used 
for an unlawful purpose, clearly con- 
stitutes a further attempt by the fele- 
phone companies to insulate them- 
selves from any liabilities that may 
result from their discontinuance of 
telephone service whenever they are 
informed by a law enforcement agency 
that such service is being used for an 
unlawful purpose. As we stated in 
our decision, the carriers cannot by 





*While this proceeding is concerned with 
the legality of defendants’ existing tariff regu- 
lation concerning the use of telephone facili- 
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ties for unlawful purposes, we are disposing 
of the defendants’ alternative proposal at this 
state of the proceeding on its merits. 
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means of a tariff regulation binding 
them to refuse service under specified 
circumstances avoid the responsibil- 
ities for the decisions taken in connec- 
tion with the rendering of or refusal 
to render telephone service. Such re- 
sponsibilities are implicit in their oper- 
ations. The question of the reason- 
ableness of a telephone company’s 
actions in rendering service and assum- 
ing consequent liability for its actions 
must be determined in the light of the 
facts of the particular case. More- 
over, the fact that the telephone com- 
panies now propose to give advance 
notice, in some cases, of their intention 
to abide by their own tariffs does not, 
in any way, change this situation; for 
under the terms of the tariffs, they 
would still be required to discontinue 
service regardless of what facts the 
subscribers might bring to their atten- 
tion to indicate that their use of the 
telephone was not illegal. 

9. Moreover, the proposed new 
regulation, while couched in different 
terms than the existing regulations, 
is also subject to objection because 
of the fact that it would bind the com- 
panies to discontinue telephone serv- 
ice in every case where a law enforce- 
ment agency advised them that the 
service was being used for an illegal 
purpose without regard to the nature 
of the notice from the law enforcement 
agency and even if the carrier was 
aware or was made aware that the 
information contained in the notice 
was untrue. And, as indicated above, 
the advance notice which might pos- 
sibly be given to the subscriber con- 
cerned would, under the terms of the 
proposed tariff, in no way relieve the 
carrier from the obligation assumed 
under such proposed tariff to termi- 
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nate the service. As we stated in our 
decision in this case, we believe that 
a regulation requiring such automatic 
action on the part of a carrier in every 
case is clearly unreasonable and there- 
fore unlawful. 

10. In view of the fact that the pro- 
posed tariff contains a provision for 
advance notice to a subscriber whose 
service is proposed to be discontinued, 
we wish to make clear that we are not 
holding that any requirement for ad- 
vance notice unconnected with provi- 
sions such as those we have above 
found to be unreasonable, would in and 
of itself be unreasonable. It suffices 
to say that an indefinite provision such 
as that proposed here would be un- 
reasonable. Thus, the language “un- 
less the circumstances require acting 
without notice’ not only opens the 
door to a complete nullification of the 
requirement of notice, but is open to 
the objection that the giving of notice 
may be exercised in a manner which 
may be discriminatory as between one 
subscriber and another. The same 
objection applies to the use of the 
terminology “reasonable advance no- 
tice." In view of its indefiniteness, a 
provision for advance notice such as 
that proposed here might be a purely 
illusory benefit to an innocent sub- 
scriber whose service the carrier pro- 
poses to discontinue. 

[5] 11. We turn now to the final 
alternative suggested by the defendant 
telephone companies, namely, that the 
Commission omit from the interstate 
telephone tariffs all regulations deal- 
ing with the use of telephone facilities 
for unlawful purposes and leave such 
regulations entirely to the states and 
local authorities. We are firmly of 
the opinion that this alternative is 
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without merit and must be rejected. 
Jurisdiction over interstate telephone 
facilities has been conferred on the 
Commission by Congress. We believe 
that it is incumbent upon the Com- 
mission to exercise that authority in 
order to achieve the congressional pur- 
pose of protecting the interests of the 
public. The fact that the same instru- 
ments are used for both interstate and 
intrastate services and that intrastate 
service is subject to state and local 
regulation does not alter the Commis- 
sion’s duties and obligations with re- 
spect to interstate telephone facilities. 
Were the Commission to exercise its 
jurisdiction only where the telephone 
facilities in question were exclusively 
interstate in character, it would result 
in virtually complete abdication from 
the field of telephone regulation by 
the Commission. Indeed, the tele- 


phone companies have previously ad- 
vanced the argument that the Com- 
mission should leave regulation to the 
states where both interstate and intra- 
state telephone facilities were involved, 
and the Commission has flatly rejected 


that proposal. Use of Recording De- 
vices in Connection with Telephone 
Service (1947) 11 FCC 1033, 1048. 
We conclude, therefore, that the ques- 
tion of the use of interstate telephone 
facilities for illegal purposes is one 


which the Commission must consider. 

12. Defendants have also asked that 
the Commission hear further oral 
argument by the parties in this pro- 
ceeding. We believe, however, that 
the issues involved herein have been 
fully presented and considered and 
that no purpose would be served by 
hearing further oral argument. For 
this reason also, the petitions of the 
states of California, Nebraska, Flori- 
da, and Missouri to intervene in these 
proceedings will be denied. 

Accordingly, it is ordered, that de- 
fendants’ petition for rehearing and 
the petition of the states of California, 
Nebraska, Florida, and Missouri to 
intervene in these proceedings are de- 
nied. 

It is further ordered, this 19th day 
of March, 1953, that defendants shall 
file tariff schedules effective not later 
than April 20, 1953, on not less than 
one day’s notice to the Commission 
and to the public, canceling the second 
sentence of American Telephone and 
Telegraph Company Tariff FCC No. 
132, 3rd Revised Page 10A, § B, par 
10, and the Chesapeake and Potomac 
Telephone Company Tariff FCC No. 
3, Ist Revised Page 11B, § B, par 16. 


Walker, Chairman, dissents for the 
reasons given in his previous dissent 
and votes for further oral argument. 
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oon by former subscriber for restoration of telephone 
service; dismissed. 


Service, § 134 — Unlawful use of telephone — Legitimate service limitations. 
1. The purpose and desire of a telephone company to insure against aiding 
and abetting violation of criminal statutes, or becoming itself involved in 
the violation of a criminal statute because of unlawful use of the telephone, 
is one of the legitimate limitations on service which reasonably may be en- 
forced, p. 144. 


Service, § 162 — Telephone regulations — Service discontinuance for unlawful 
use. 

2. A tariff designed to protect a telephone company from liability because 

of the unlawful use of its service by a subscriber is in purpose and intent 

perfectly consistent with public policy and, consequently, reasonable, p. 145. 


Service, § 134 — Telephone discontinuance — Unlawful use — Police investiga- 
tion. 
3. A telephone company may legitimately conclude that a law enforcement 
agency requesting the discontinuance of service for unlawful use has made 
the investigation necessarily required before informing the company that 
the telephone was being used for unlawful purposes, p. 146. 


Service, § 134 — Telephone denial for gambling use — Notice from police — Com- 
pany obligation. 
4. While a telephone company has no freedom to make a decision regarding 
the discontinuance of service after receiving a lawful notice from the police 
that the service is being used for gambling, the company is not obliged to 
assent to a manifestly false or malicious order, p. 147. 


Service, § 485 — Telephone denial for unlawful use — Restoration application — 
Subscriber's remedies. 

5. A former telephone subscriber, seeking restoration of service after a 

denial for unlawful use, is not without remedy when the company refuses 

to restore service without the approval of a law enforcement official, since 

the courts are open to an action for damages or for injunctive relief, p. 147. 


Service, § 2 — Denial for unlawful use — Due process — Validity of tariff. 
6. A tariff provision, permitting a telephone company to deny service to a 
subscriber upon notice from a law enforcement agency that the subscriber 
has used his service for unlawful purposes, does not deprive the subscriber 
of due process of law since ample opportunity is offered to him for judicial 
review and for the invocation of his civil rights guaranteeing protection 
against unreasonable exercise of the police power, p. 147. 
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Service, § 134 — Restoration after unlawful use — Consent of public official. 
7. A telephone company is not acting unreasonably when it refuses to restore 
service to a subscriber after a denial because of unlawful use, where the 
law enforcement official originally requesting the discontinuance refuses to 
authorize restoration, since without such authorization the position of the 
company remains the same as it was upon the receipt of the initial request 


for the removal of service, p. 148 


Service, § 162 — Regulations permitting discontinuance — Notice of unlawful 


use. 


8. The argument that a public service company may not insulate itself from 
the risk of criminal liability by adopting regulations permitting the discon- 
tinuance of an unlawfully-used service, upon notice from the police of such 
use, was not considered reasonable, in that without such regulation the 
company would be faced with criminal prosecution if it continued to serve, 
or civil liability if it refused to do so, p. 149. 


Service, § 486 — Scope of Commission inquiry — Service denial — Guilt or inno- 


cence of subscriber. 


9. The Commission, in considering a telephone subscriber’s request for 
restoration of service after a denial because of alleged unlawful use. does 
not consider the guilt or innocence of the subscriber, since the Commission’s 
jurisdiction does not extend to the individual and relates only to the ques- 
tion of whether the company has acted reasonably, p. 149. 


By the Commission: By a petition 


received October 10, 1951, Alexander 
Presmarita, hereinafter referred to as 
the petitioner, seeks an order from 
this Commission directing The South- 
ern New England Telephone Com- 
pany, a public service company as de- 
fined in § 5390 of the General Statutes, 
Revision of 1949, hereinafter referred 
to as the company, to restore telephone 
service and equipment to the premises 
1078 Main street, Hartford, Con- 
necticut, known as Al’s Cigar Store. 
The petitioner bases his request on the 
allegation that the company has re- 
moved telephone equipment and ter- 
minated the service at the said prem- 
ises, and has failed to restore same 
after request made by petitioner and 
that said removal is illegal, unlawful, 
arbitrary, and abuse of power. 

Notice of the petition was served 
upon the company and the matter was 
set down for public hearing at the office 
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of the Commission on November 8, 
1951. Notice of the pendency of the 
proceeding was given by the Commis- 
sion to the petitioner and to the com- 
pany and to such other parties in inter- 
est as the Commission deemed neces- 
sary. At the time and place set for the 
hearing, petitioner and the company 
appeared by respective counsel. From 
the evidence and testimony adduced 
at the hearing, the following facts ap- 
pear. 

Some time in March, 1951, the peti- 
tioner purchased a business, together 
with the stock in trade, located at 1078 
Main street, in Hartford, from his 
brother who had operated the business 
since 1948. At this location petitioner 
has been carrying on a retail sales 
business dealing in cigars, cigarettes, 
magazines, and associated articles. 
Petitioner had contracted with the 
company for and had been receiving 
individual line service at telephone 


98 PUR NS 





CONNECTICUT PUBLIC UTILITIES COMMISSION 


number, Hartford 5-1262, listed for 
Al’s Cigar Store, up to July 25, 1951. 
There had been no difficulty in receiv- 
ing payments from petitioner during 
this period. 

Under date of July 21, 1951, the 
chief of the Hartford Police Depart- 
ment notified by mail the company’s 
district commercial manager that of- 
ficers of the vice and liquor division of 
the Hartford Police Department had 
observed certain activities at petition- 
er’s premises and that same had been 
reported to him. The chief of police 
concluded that: 

“As a result of this report and visit 
by the vice division, I am recommend- 
ing that the phone be removed from the 
premises.” 

Under date of July 24, 1951, the 
company’s district commercial man- 
ager notified petitioner by registered 
mail that the telephone service listed 
for petitioner’s premises would be re- 
moved effective July 25, 1951. The 
chief of the Hartford police department 
and the state’s attorney for Hartford 
county were notified under the same 
date of the action proposed to be taken 
by the district commercial manager. 
On July 25, 1951, employees of the 
company did in fact remove the tele- 
phone. 


Under date of September 7, 1951, 
petitioner directed a letter to the com- 
pany requesting that telephone service 
be restored at the premises 1078 Main 
street. The company notified peti- 
tioner under date of September 11, 
1951, that it would be unable to re- 
install service without the authoriza- 
tion of the state’s attorney and under 
the same date directed a letter to the 
state’s attorney requesting the latter’s 
advice on the application received from 


98 PUR NS 


petitioner for restoration of service. 
Under date of November 7, 1951, the 
state’s attorney notified the company 
that, after a review of the report of 
the Hartford police, he was of the 
opinion that the telephone service as 
requested should be withheld from the 
applicant. Following receipt of this 
opinion, the company advised peti- 
tioner that service would not be re- 
stored. 

The petitioner’s place of business is 
frequented by a large number of cus- 
tomers and by individuals identified by 
petitioner as those merely “hanging 
around.” The premises were equipped 
with so-called sports-caster service, a 
service supplied by a privately owned 
nonpublic service company which em- 
ploys the wires of the company and 
transmits through leased amplifying 
equipment information on __ sports 
events, results of sports contests, re- 
corded music, and similar material. 
This service was in no way connected 
with the company nor with the peti- 
tion herein. The petitioner main- 
tained a relatively small stock although 
it was his expressed intention to ex- 
pand his business in time. His prin- 
cipal business was claimed to be the 
selling of cigarettes and cigars and 
similar articles of relatively small unit 
value to the neighborhood surrounding 
his place of business. The inability to 
use telephone service seriously ham- 
pered his business since he had previ- 
ously used his telephone for ordering 
and incidental social purposes con- 
nected with his business which helped 
to provide him with a means of at- 
tracting business into his store. 


The recommendation by the chief 
of Hartford Department of Police that 
the telephone be removed recited : 


142 





RE PRESMARITA 


“On June 14, 1951, officers Sheri- 
dan and Ashline, of the vice and liquor 
livision, went to Al’s Cigar Store, 
1078 Main street, Hartford, on a rou- 
tine check of the premises. While 
there, the phone rang and officer 
Makris, who also accompanied the of- 
ficers as head of the squad, answered 
the ring, but the party hung up at 
the sound of his voice. The phone 
rang a second time and the conversa- 
tion went: ‘Hello, Al? Tried to get 
you for sometime but the line was 
busy.’ Officer Makris replied, ‘Yeh, 
I've been busy, what you got?’ The 
voice replied to give him the same as 
before and asked: ‘How about the 
double, it must be too late to get it 
in?’ Officer Makris answered that he 
hadn’t called it in yet and that it was 
OK. The party then told him to put 
a buck to win, one buck double if 
Flatbush two across. The officer re- 
plied OK and hung up. At this point, 
the permittee’s brother, Joseph Pres- 
marita, left and was gone fifteen to 
twenty minutes, and the phone did not 
ring that length of time. When it did 
ring, officer Ashline answered and the 
party asked for Gus and when the 
officer turned the phone over to officer 
Makris, the party refused to answer 
and hung up. 


“In his report to me, officer Makris 
reports that Al’s Cigar Store, formerly 
known as Rocky’s Grinders, has been 
known to the police for some time as 


a booking place. Many times during 
police visits persons were on the prem- 
ises with open Armstrongs and with 
nothing in front of them, although 
there are booths there. Also, now 
whenever a member of the vice divi- 
sion answers the phone, the party im- 
mediately hangs up. Many complaints 
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have been received relative to this loca- 
tion as to booking. The owner or 
permittee is Alexander M. Presmarita. 

“As a result of this report and visit 
by the vice division, I am recommend- 
ing that the phone be removed from 
the premises.” 

These visits described above were 
not followed by any arrests and peti- 
tioner had at no time been arrested or 
charged with violations of the gam- 
bling or other criminal statutes while 
engaged in his present business al- 
though on two previous occasions 
members of the vice and liquor squad 
had made investigations of his prem- 
ises. 

Section 5410 of the General Stat- 
utes, Revision of 1949, provides that 
if any public service company shall un- 
reasonably fail or refuse to furnish 
adequate service, at reasonable rates, 
to any person within the territorial 
limits within which such company has 
by its charter authority to furnish such 
service, such person may bring his 
written petition to the Commission al- 
leging such failure or refusal. The 
Commission is then authorized, after 
hearing, to prescribe the service to be 
furnished if it shall find that such com- 
pany has in fact unreasonably failed or 
refused to furnish such service. Thus, 
there appears ample authority for the 
petitioner herein to invoke the juris- 
diction of this Commission to ask that 
the company’s refusal to restore serv- 
ice be reviewed for its reasonableness. 
We have before us, therefore, for our 
consideration the action of the com- 
pany as described above and have the 
duty and the responsibility of finding 
whether, as a matter of fact, such ac- 
tion amounts to unreasonable refusal 
of service. 
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The company relies on the provi- 
sions of its tariff on file with this 
Commission, effective April 23, 1949, 
under caption General Regulations, 
Rule No. 24. This rule reads as 
follows : 

“Use of Service for Unlawful Pur- 
poses—The service is furnished sub- 
ject to the condition that it will not 
be used for any unlawful purpose. 
Service will not be furnished if any 
law enforcement agency, acting with- 
in its jurisdiction, advises that such 
service is being used or will be used 
in violation of law, or if the telephone 
company receives other evidence that 
such service is being or will be so 
used.” 

This tariff rule has been supple- 
mented by General Bulletin No. 46 of 
the company which contains instruc- 
tions to the company’s employees re- 
lating to refusal to render service and 
to discontinuance of existing service. 


This general bulletin and the tariff 
provisions, together with testimony by 
the district commercial manager, were 
introduced at the hearing and from this 
evidence and testimony it appears that 
the company has established, as a gen- 
eral principle, the following procedure 
with respect to the discontinuance or 
refusal to restore telephone service in 
order to insure against knowingly fur- 
nishing service to bookmakers, or to 
disseminators of racing news who fur- 
nish such news to bookmakers, for 
use in violation of the law. 


When advice is received from a law 
enforcement agency having jurisdiction 
that certain service is being used for 
bookmaking or aiding and abetting 
bookmaking, with a request for dis- 
continuance of such service, the district 
commercial manager notifies the sub- 
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scriber by letter of the company’s in- 
tention to discontinue the service and 
then actually discontinues it.  Al- 
though there is some lack of detail in 
the testimony, it appears that the dis- 
trict commercial manager, in Hartford 
at least, relies upon the advice of the 
law enforcement officer in deciding 
whether to discontinue the service. 
On cross-examination, the district 
commercial manager stated that the 
sole judge of whether or not the tele- 
phone is being used for lawful purposes 
is the law enforcement agency. 

Before such a telephone is restored, 
it is the practice of the company to 
notify, in writing, the state’s attorney, 
having jurisdiction, that an applica- 
tion has been received stating the facts 
with reference to it. If the state’s 
attorney advises the district com- 
mercial manager that the service 
should not be installed for the reason 
that it would probably be used for the 
unlawful purpose of bookmaking or for 
aiding and abetting bookmaking, the 
service will not be installed. 

From the facts as briefly outlined 
above, it appears that the tariff provi- 
sions and the practice outlined in the 
General Bulletin No. 46 were, in fact, 
applicable and were, in fact, followed 
by the company and its district com- 
mercial manager in the company’s re- 
lations with this particular subscriber. 
If, therefore, the petitioner’s applica- 
tion is to be granted, we must find 
either (1), that the tariff rules and 
regulations of the company are, in and 
of themselves, unreasonable or (2), 
that the company’s practices in pur- 
suance thereof are unreasonable. 


Extent of the Company's Obligation 
to Provide Service 
[1] It is necessary at the threshold 


144 





RE PRESMARITA 


of a discussion of the reasonableness 
of the company’s tariff provisions, or 
of its practices in pursuance thereof, 
that an understanding be reached of 
the obligations placed by law upon a 
telephone company to provide service 
to subscribers. 

A telephone company is a public 
service company as defined in § 5390 
of the General Statutes and by virtue 
of this statute is required by the terms 
of $5410, of the General Statutes, to 
render adequate service, at reasonable 
rates, to any person within the terri- 
torial limits within which such com- 
pany has, by its charter, authority to 
furnish such service. In addition, the 
Federal Communications Act of 1934, 
as amended, requires telephone car- 
riers to serve the public without undue 
or unreasonable preference. Inherent 
in both the Connecticut statute and 
the Federal statute is the obligation 
that service be rendered within reason- 
able limitations. The purpose and de- 
sire of the company to ensure against 
aiding and abetting violations of crim- 
inal statutes or becoming itself in- 
volved in a violation of a criminal stat- 
ute has been recognized as one of the 
legitimate limitations which may rea- 
sonably be enforced by a telephone 
company. DeLuisa v. New Jersey 
Bell Teleph. Co. (NJ 1949) 78 PUR 
NS 22; Partnoy v. Southwestern Bell 
Teleph. Co. (Mo 1947) 70 PUR NS 
134; Rodman v. New England Teleph. 
& Teleg. Co. (Mass 1945) 61 PUR 
NS 242; Ganek v. New Jersey Bell 
Teleph. Co. (NJ 1944) 57 PUR NS 


146; Re Michigan Bell Teleph. Co. 
(Mich 1940) 34 PUR NS 65; Katz v. 
American Teleph. & Teleg. Co. FCC 
Docket No. 9500, issued December 21, 
1951, 92 PUR NS 1. 

The only latitude for difference of 
opinion lies in the means which the 
telephone companies have adopted to 
protect themselves reasonably against 
involvement in unlawful activities 
without impairing the obligation im- 
posed upon them by statute, to render 
service when reasonably required 
without unreasonable preference or 
discrimination. We find, therefore, 
that the company’s refusal to furnish 
service for unlawful purposes as a 
general principle is not unreasonable. 
We turn now to a consideration of the 
tariff provision designed to implement 
this policy. 


Reasonableness of the Regulation It- 
self 

[2] Should the company provide 
telephone service which is used for an 
unlawful purpose, there is grave dan- 
ger that under the provisions of § 8674? 
of the General Statutes of the state of 
Connecticut and generally accepted 
provisions of criminal law, the com- 
pany will be liable as an accessory be- 
fore the fact or, otherwise, for a viola- 
tion of a criminal statute. See State 
v. Western U. Teleg. Co. (1951) 13 
NJ Super 172, 80 A2d 342. 

In order to protect itself against 
such a contingency and for the even 
more praiseworthy motive of ensuring 
against providing telephone service for 





1“Any person, whether acting for himself 
or as agent or servant, who . . Shall in- 
stall or operate in any room or building, any 
telephone or other similar ap- 
paratus, with knowledge or intent that such 
instrument, machine, or apparatus is to be used 
for receiving, transmitting, or recording bets 


[10] 
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or wagers, or for receiving, transmitting, or 
recording the name of any horse or jockey 
participating in horse-racing upon which bets 
are or are to be placed shall be fined 
not more than $500 or imprisoned not more 
than one year or both.” 
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unlawful purposes, the company has 
included in its tariff the first sentence 
quoted above of Rule No. 24. This 
purpose and intent is perfectly consis- 
tent with public policy and we find it 
reasonable. 

Before we can find that the balance 
of the tariff provision is reasonable 
or unreasonable, we must determine 
the extent of the company’s respon- 
sibility, in discharging its obligations, 
to make certain that it does not engage 
in unlawful activities. The tariff pro- 
vision provides that upon the advice of 
a law enforcement agency, acting with- 
in its jurisdiction, that a telephone 
service is being used for an unlawful 
purpose, it will be removed. Nothing 
contained in this provision requires 
a determination by the company that a 
subscriber is using the telephone for 


unlawful purposes before it is removed. 
No reference is made to the guilt or 


innocence of any individual. The 
tariff is directed solely against the use 
of the instrument since it is for the use 
of the instrument that the company is 
responsible. 

[3] Even without the presence of 
such a rule or regulation in the tar- 
iffs, upon the receipt of a request by 
a law enforcement agency, acting with- 
in its jurisdiction, to discontinue serv- 
ice, the company would have little 
choice but to comply. To hold, as a 
matter of law, that the reduction of 
such a patent principle to tariff form is 
unreasonable does not appear sound in 
law or reason. The actions of a law 
enforcement agency, when acting with- 
in its jurisdiction, are entitled to the 
greatest weight and must be presumed 
to be governed by the highest stand- 
ards of impartial and unselfish per- 
formance of public duties. Comley ex 
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rel, Fitzroy v. Trustees of Firemen’s 
Relief Fund (1937) 122 Conn 650, 
657, 191 Atl 729. It is true that there 
must be a duty imposed upon the 
public officer to act in a certain way in 
order to give rise to such a presump- 
tion, Olson v. Musselman (1940) 127 
Conn 228, 233, 15 A2d 879. The 
authority of the state’s attorney and 
the chief of the Hartford Department 
of Police, however, are well settled and 
sufficiently definite to provide reason- 
able standards of investigation which 
mush be complied with before they can 
conclude that a certain telephone was 
being used for unlawful purposes. 
From this presumption, the company 
may legitimately conclude that the law 
enforcement agency had made the in- 
vestigation necessarily required before 
informing the company that a certain 
telephone was being used for unlawful 
purposes. The company is entitled to 
assume and, indeed, must assume that 
the law enforcement agency so acted 
until the contrary is clearly shown. 


Nothing to dispute this presumption 
appears from the evidence or testimony 
of record. In fact, there is every indi- 
cation that an investigation was made 
before the chief of the Hartford De- 
partment of Police ordered the removal 
and before the state’s attorney refused 
permission for restoration. Whether 
the presumption would fail in the event 
of a manifest failure by the law en- 
forcement agency to make an investi- 
gation, we need not here decide. It 
is enough to note that substantial 
countervailing evidence in a given sit- 
uation will exhaust a presumption, 
which rests on common experience and 
inherent probability at least to the 
point of casting the burden on the law 
enforcement agency to demonstrate 
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contrary facts. See O’Dea v. Amodeo 
(1934) 118 Conn 58, 61, 170 Atl 486. 

The Commission has neither the au- 
thority nor the equipment to perform 
criminal investigations in determining 
the reasonableness of a tariff provi- 
sion. Moreover, this Commission 
should not question the purpose or mo- 
tives of a law enforcement agency even 
if an arrest is not made, as was the 
case in the proceeding here under con- 
sideration. There may be any number 
of reasons which might prevent the 
arresting of any individual or indi- 
viduals in connection with the unlaw- 
ful uses to which the telephone is put. 
This, of course, does not mean that 
the telephone is not being used for un- 
lawful purposes. Of course, if it be- 
comes clear beyond any doubt, or if 
the company should know as a demon- 
strable fact that the telephone is not 


heing so used, it might restore service 
even upon the advice of a law enforce- 
ment agency to the contrary since in 
such a case there is no risk of violation 


of any criminal statute. In case of 
doubt, however, in view of the expres- 
sion of public policy contained in 
§ 8674 of the General Statutes and in 
view of the trend of the decisions as 
represented by State v. Western U. 
Teleg. Co. supra, we cannot hold as 
a matter of law that a tariff provision 
which enables the company to comply 
with the orders of a law enforcement 
agency is anything but reasonable. 
[4-6] We are aware of the recent 
decision of the Federal Communica- 
tions Commission decision in Katz v. 
American Teleph. & Teleg. Co., supra, 
which holds that the sentence, here 
under consideration, is per se unrea- 
sonable. We cannot, however, agree 
with the conclusions of the majority 
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in that decision in view of the expres- 
sion of public policy contained in the 
General Statutes, § 8674, and in view 
of our conclusions respecting the rea- 
sonableness of the company’s deter- 
mination to avoid implication in any 
criminal activity. To imply, as does 
the Federal Communications Commis- 
sion, that the company should have 
freedom to make a decision after re- 
ceiving a notice from the police when 
there is genuine doubt is equivalent to 
saying that the company has a choice 
whether to obey the law. To this lat- 
ter proposition, we cannot lend our 
weight. It seems contrary to public 
policy and regulatory principle to hold 
that any such action is open to the 
company. 

We do not say, as the Federal Com- 
munications Commission decision, 
supra, implies that we must, that the 
company is placed on the action end 
of a circuit actuated by the impulse of 
the police order and followed invar- 
iably by automatic removal. Facts, of 
course, will always prevail. The com- 
pany has no more choice to assent to 
a manifestly false or malicious order 
to discontinue when it is certain of its 
own knowledge that the order is false 
or malicious than it has a freedom of 
choice when the police order a removal 
in circumstances not known to the 
company. In either event, the com- 
pany merely conforms its action to 
what in one case it knows to be the 
facts, and, in the other case, to what it 
has no reason to believe and no right 
to consider is anything but the facts. 


The tariff regulation, of course, 
places upon the law enforcement 
agency the primary responsibility of 
determining whether or not a certain 
subscriber will have available the priv- 
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ilege of telephone service. Doubt im- 
mediately rises, therefore, whether the 
law enforcement agency by this meth- 
od could not succeed in denying per- 
manently the use of telephone to a 
given subscriber without ever making 
an arrest or instituting criminal ac- 
tion. 

We have no jurisdiction over the 
activities of a law enforcement agency 
and, therefore, cannot compel them to 
agree to the restoration of a telephone 
or to the extension of service to a new 
subscriber. A subscriber, however, is 
not left without remedy since the 
courts are open to him and, if an ad- 
equate remedy at law exists, he may 
pursue his action for damage. Queen 
City Stock & Grain Co. v. Cunning- 
ham (1900) 128 Ala 645, 29 So 583. 
If none exists, he may invoke one of 
the extraordinary remedies at law, 
such as, a bill for injunctive relief. 
This Commission could not entertain 
such a procedure and would have no 
jurisdiction to order the law enforce- 
ment agency to do anything even if it 
were equipped and authorized by stat- 
ute to reach the conclusions requisite 
in making such an order. 

An injunction will lie against a law 
enforcement agency or police body if 
it can be shown that the act sought to 
be enjoined was based on an ex parte 
determination of unlawful activity, 
Cannon City v. Manning (1908) 43 
Colo 144, 95 Pac 537, unless the ob- 
vious purpose is to prevent police inter- 
ference with an unlawful business, 
State ex rel. Daniel v. Kizer (1932) 
164 SC 383, 162 SE 444. Since there 
is no question of interference with an 
arrest involved in this instance and 
since no opportunity is presented for 
judicial determination of the factual 
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question of guilt or innocence as would 
be the case in an arrest, the rule which 
prevents equity from acting to enjoin 
an arrest is not applicable. (See 
Anno. 2 LRA NS 678.) _ As stated 
by the Massachusetts Department of 
Public Utilities in a similar proceed- 
ing: 

“'. . Unless and until the 
courts shall decide that the action of 
the police commissioner in requesting 
the telephone company to discontinue 
the service to the petitioner is unwar- 
ranted and baseless, we feel bound to 
consider that a request, such as was 
made to the telephone company in this 
case, is a necessary incident in the pre- 
vention of crime and the maintenance 
of law and order equally binding upon 
this Department as upon the telephone 
company ” Rodman v. New 
England Teleph. & Teleg. Co. (Mass 
1945) 61 PUR NS 242, 245. 

The tariff provisions, therefore, do 
not deprive a subscriber of the rights 
of due process since ample opportunity 
is offered to him for judicial review 
and for the invocation of his civil 
rights guaranteeing him protection 
against unreasonable exercise of police 
power. We find, therefore, that the 
tariff rule and regulation is not, in and 
of itself, unreasonable. 
Reasonableness of the Company's 

Practices 

[7] It remains to consider the rea- 
sonableness of the practices of the com- 
pany pursuant to the tariff provision 
found reasonable hereinabove. Unless 
we are able to find the actions of the 
company amounted to an unreasonable 
denial of service, then the company’s 
position must be upheld since it is 
taken pursuant to a tariff provision 
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which we have found to be a reason- 
able one. 

When the company in this instance 
received a written request from the 
petitioner asking that service be re- 
stored to his premises, a letter was sent 
by the company to the state’s attorney’s 
office requesting the views of that of- 
fice. Pending the receipt of the views 
of the state’s attorney, no action was 
taken and, upon receipt of the letter 
from the state’s attorney advising 
against restoring service, the com- 
pany notified the petitioner of its 
refusal to reinstall the telephone. 
It appears, therefore, that the com- 
pany has endeavored to obtain prop- 
er authorization from the law en- 
forcement agency concerned before 
reinstalling the telephone. It ap- 
pears further that such authorization 
was not forthcoming. The position 
of the company, therefore, remains the 
same as it was upon receipt of the 
initial request for the removal of the 
telephone service. 

[8, 9] In the proceeding before us, 
petitioner endeavored to demonstrate 
his innocence of any criminal guilt and 
to demonstrate the lack of foundation 
for the assertion by the chief of the 
Hartford Department of Police that 
any unlawful activity was carried on at 
the premises. With these contentions, 
we, of course, have no concern since 
this Commission has not been estab- 
lished by law as a forum before which 
to try the guilt or innocence of a per- 
son accused by a law enforcement 
agency of an unlawful activity. We 
have not the jurisdiction nor the in- 
clination to look into the circumstances 
of the investigation made by the police 
department. Our responsibility is con- 
fined to a determination whether the 
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company in carrying out the provisions 
of its tariff acted reasonably. The 
question reduces itself, therefore, to a 
determination how far the company 
should be compelled to investigate 
the claims made to it by a law enforce- 
ment agency respecting the unlawful 
use of one of its telephone instru- 
ments. 


In other cases in which this prob- 
lem has been considered, by both this 
Commission and other Commissions, 
the telephone company which has re- 
fused to restore the service has almost 
invariably done so on its own volition. 
In Clethero v. New Jersey Bell Teleph. 
Co. (1947) 70 PUR NS 131, the New 
Jersey Board of Public Utility Com- 
missioners was confronted with a sit- 
uation similar to that with which we 
are met but with at least one material 
difference. In that proceeding, the 
New Jersey Bell Telephone Company 
had removed the telephone upon the 
advice of a law enforcement agency 
pursuant to a provision in its tariff 
similar to that contained in the com- 
pany’s tariff. The removal was not 
followed by any arrest and New Jer- 
sey Bell, upon its own volition, refused 
to restore service. Upon a petition 
brought before it for restoration of 
service, the Board was of the opinion 
that the record did not warrant further 
The 
Board specifically refused, however, to 
find that the initial discontinuance was 
not justified. 


deprivation of telephone service. 


No effort, however, had 
been made by the New Jersey Bell to 
obtain the approval of the law enforce- 
ment agency to the restoration of serv- 
ice, and since the decision was solely 
that of the telephone company, it was 
properly reviewable by the Board and 
that such action was 
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unreasonable was well within its juris- 
diction. 

Similarly, in Cologiavanni v. South- 
ern New England Teleph. Co. (1946) 
Docket No. 7822, 65 PUR NS 171, 
this Commission considered the appli- 
cation for telephone service of a tele- 
phone subscriber who had been ac- 
quitted of criminal charges in a court 
of proper jurisdiction. The service 
had been removed by the company in 
this proceeding upon the advice of the 
chief of the Hartford Department of 
Police. Here again the decision 
whether to restore the service 
made by the telephone company and 
was properly reviewable by the Com- 
mission. It was there found that the 
company herein was unreasonably de- 
priving the petitioner in that proceed- 
ing of telephone service and ordered 
restoration. There again no effort had 
been made by the company to obtain 
the approval or disapproval of the 
state’s attorney’s office or any other 
law enforcement agency to the res- 
toration of telephone service. 


The above-cited cases, as well as the 
others which have come to our atten- 
tion, are readily distinquishable in 
point of fact and principle from the 
proceeding before us. Here the deci- 
sion to deny restoration was that of 
a law enforcement agency acting with- 
in its jurisdiction. The company’s de- 
cision was not based on its own in- 
vestigation but was based upon the 
informed judgment of a law enforce- 
ment officer who must be presumed to 
be acting with the highest standards of 
impartial and unselfish performance of 
public duty, and who had indicated he 
was relying on an investigation. To 
find that the company had acted unrea- 
sonably in denying restoration in the 
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face of such advice as had been received 
from the office of the state’s attorney 
does not seem sound or realistic. As 
stated above, the company, in the view 
of this Commission, should not be re- 
quired to undertake the duties of a 
detective agency but should be entitled 
to conduct itself as does any other 
citizen with a full confidence that the 
advice of a law enforcement agency is 
based on good faith and made pursu- 
ant to sound reason. 

The validity of this decision is evi- 
dent from a consideration of the conse- 
quences which would flow from a 
finding by this Commission that the 
company had acted unreasonably ia 
denying restoration of service if, in fact, 
the telephone in question was actually 
being used for unlawful purposes. The 
company would then be in the anom- 
alous position of being compelled un- 
der the provisions of an order by this 
Commission to engage in unlawful 
activity, and this Commission would 
be in an even more untenable position 
of having ordered a public service 
company, subject to its jurisdiction, to 
provide service which, in fact, exposed 
it to criminal liability. Upon the re- 
ceipt of such an order from this Com- 
mission, the company would have lit- 
tle choice but to continue to provide 
service which the law enforcement 
agency having jurisdiction had advised 
it was contrary to the criminal stat- 
utes. 


The argument has been advanced 
in certain jurisdictions that the possi- 
bility of criminal liability is a risk 
which must be run by a public service 
company as it must by any other cit- 
izen and that no public service company 
can insulate itself from such risk by 
tariff provisions or practices in pursu- 
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ance thereof. We believe that such an 
attitude is unsound since it would place 
a public service company between the 
Scylla of risk of violation of criminal 
statutes should it render service for 
unlawful use and the Charybidis of 
risk for violation of a Commission 
order should it refuse service. 

Since the company herein has taken 
every step reasonably calculated to en- 
sure itself against arbitrarily or unrea- 
sonably denying service and has en- 
deavored to satisfy itself that the 
proper law enforcement agencies have 
reason to believe that the service in 
question is being used for unlawful pur- 
poses, we find that the company had 
probable cause for believing that the 
service is being used for unlawful pur- 
poses. Its failure, therefore, to restore 
service pursuant to General Regulation 
No. 24 of the tariff is not unreason- 
able. We find that the petition should 
be dismissed and our order below will 
so provide. 

We have purposely refrained from 
considering the claims of petitioner 
herein relating to his guilt or innocence 
since our jurisdiction does not extend 
to the individual and since this is 
strictly a question of whether the com- 
pany herein had acted reasonably. We 
do not by this finding implicate peti- 
tioner in any way nor can this finding 
be construed as an expression of 
opinion of the guilt or the innocence 


of any individual. On these questions, 
we have neither the jurisdiction nor 
the inclination to rule. 


ORDER 


It appearing that by a petition filed 
on October 10, 1951, Alexander Pres- 
marita alleges that The Southern New 
England Telephone Company has il- 
legally and unlawfully removed tele- 
phone service from certain premises, 
at which location said Alexander Pres- 
marita conducts a business known and 
described as Al’s Cigar Store, and, 

It appearing further that said Alex- 
ander Presmarita prays that the Com- 
mission direct The Southern New 
England Telephone Company to re- 
store said telephone service and equip- 
ment, and, 

It appearing further that the matter 
and things contained in said petition 
had been the subject of investigation 
and hearing, and that we have issued 
our finding of fact and conclusion of 
law thereon which are hereby made a 
part hereof, 

Now, therefore, it is ordered that 
the petition be, and it hereby is, dis- 
missed. 

We hereby direct that notice of the 
foregoing be given by the Secretary 
of this Commission by forwarding true 
and correct copies of this document to 
parties in interest, and due return 
make. 
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Re Braniff Airways, Incorporated et al. 


Docket No. 5376, Order No. E-7214 
March 9, 1953 


nn by air carrier for dismissal of employees’ complaint 
against refusal to arbitrate seniority question after merger 
of two air lines; denied. 


Labor, § 9 — Employee representation — Merged air carriers. 
1. The question as to which organization is the certified representative of 
the employees of an air carrier is immaterial in considering a complaint by 
an employees’ association against the air carrier’s refusal to arbitrate the 
question of seniority rights after a merger, since, regardless of which em- 
ployees’ group is the certified representative, there will still remain a dis- 
sident group whose rights must be protected, p. 155. 


Consolidation, merger, and sale, § 50.1 — Condition in approval order — Protection 
of employees — Seniority rights. 
2. An air carrier’s request for dismissal of the complaint of an employees’ 
association relating to the refusal of the carrier to arbitrate the question of 
integration of seniority lists of two air carriers was denied where the Board 
had included in its merger order a protective provision regarding the seniority 
rights of employees with the objective that all interested parties were to 
be given an opportunity to agree upon integration and in the event of dis- 
agreement that the whole matter would be placed into arbitration, p. 153 


§ 9 — Employees’ rights — Seniority — Merged air carriers. 
3. The Civil Aeronautics Board will not permit a protective provision in- 


cluded in a merger approval to be used to permit one group of employees to 
dicate seniority integration to another, p. 155. 


¥ 


By the Boarp: On January 19,  iority list; that ALDA has submitted 


1953, the Air Line Dispatchers’ Asso- 
ciation, A. F. of L. (“ALDA”), filed 
a complaint with the Board to resolve 
a dispute concerning the integration 
of seniority lists for dispatchers em- 
ployed on the systems of Braniff Air- 
ways, Inc. (“Braniff”), and Mid-Con- 
tinent Airlines, Inc. (“Mid-Conti- 
nent’). ALDA _ complains, inter 
alia, that the Braniff and Mid-Conti- 
nent groups of dispatchers have been 
unable to agree on an integrated sen- 
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to Braniff a proposed list, based on 
strict historical seniority ; that Braniff 
has rejected the list because it was not 
approved by the Braniff dispatchers; 
and that Braniff has declined to arbi- 
trate the seniority question. ALDA 
contends that the action of Braniff 
and the Braniff dispatchers has frus- 
trated the intent of §§$ 3 and 12 of the 
Board’s order approving the Braniff/ 
Mid-Continent merger, wherein the 
Board provided for negotiating the 
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integration of seniority lists and for 
ultimate resort to arbitration.? 

The complaint urges that the Board 
provide for a hearing of the parties 
interested, including Braniff, ALDA, 
and all the dispatchers employed by 
both Mid-Continent and Braniff; and 
following such proceedings, the Board 
should direct that a list be agreed on 
within a limited time, or failing such 
agreement, arbitration proceedings 
should ensue. ALDA also requests 
that the order of the Board include 
directions concerning the selection of 
the arbitrator, the wording of the arbi- 
tration question, the time and place of 
arbitration, and the payment of ex- 
penses (with ALDA offering to pay a 
reasonable portion thereof, up to one- 
half). 

On January 27, 1953, Braniff filed 
an answer, requesting that the com- 


plaint be dismissed by the Board as 
presenting a matter which does not 
fall within the jurisdiction of the 
Board under §§ 3 and 12 of the order 


approving the merger. Braniff points 
out that there is a current dispute 
among the dispatchers as to who shall 
be the certified “representative” of 
such employees within the meaning of 
the Railway Labor Act, and that that 
controversy is now the subject of a 
representation proceeding before the 
National Mediation Board. Braniff 
argues that there is a question whether 


ALDA is “the representative of the 
employees affected” within the mean- 
ing of § 3 of the Board’s order, and 
that resolution of this question must 
await action by the National Media- 
tion Board under the Railway Labor 
Act. Braniff claims that until it 
knows who is “the representative of 
the employees affected,” it cannot ne- 
gotiate an agreement. Stated some- 
what differently, Braniff argues that 
there can be no arbitration under § 12 
of the Board’s order until a contro- 
versy exists; there can be no contro- 
versy until negotiations under § 3 
fail; there can be no negotiations until 
“the representative of the employees 
affected” is known; that the designa- 
tion of the “representative” lies ex- 
clusively with the National Mediation 
Board, and that Braniff is prohibited 
by law from negotiating with anyone 
who is not a “true representative.” 
Thus, Braniff argues that there is no 
basis for the complaint herein. 

On January 29, 1953, ALDA filed 
a reply, wherein it is asserted that 
ALDA, under the provisions of the 
Railway Labor Act, remains the duly 
authorized and certified representative 
of the dispatchers, in so far as the 
Railway Labor Act is concerned, until 
some action is taken by the National 
Mediation Board changing the cer- 
tification. ALDA urges that arbi- 
tration is the fair, just, and equitable 





1 Section 3 of the Board’s order provides 
that “in so far as the merger affects the 
seniority rights of Braniff and Mid-Continent 
employees, provision shall be made for the 
integration of seniority lists on the basis of 
an agreement between the carriers and the 
representative of the employees affected. In 
the event of failure to agree, the dispute may 
be submitted by either party for adjustment 
in accordance with § 12.” 

Section 12 of the order provides that “in 
the event that any dispute or controversy 
. arises with respect to the protection 
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provided herein, which cannot be settled by 
the carrier and the employee or his authorized 
representative, within thirty days after the 
controversy arises, it may be referred, by either 
party, to an arbitration committee for con- 
sideration and determination, the formation of 
which committee, its duties, procedure, ex- 
penses, etc., shall be agreed upon by the car- 
rier and the employees, or the duly authorized 
representatives of the employees. " 

Order Serial No. E-6459, adopted May 26, 
1952. 
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way of determining the seniority ques- 
tion. 

The undisputed allegations in the 
pleadings herein disclose a_ three- 
cornered controversy involving Bran- 
iff, the Braniff dispatchers, and the 
Mid-Continent dispatchers. ALDA, 
as the previously certified bargaining 
representative under the Railway La- 
bor Act for all the dispatchers, appar- 
ently had an established policy at the 
time of the merger calling for integra- 
tion of seniority lists based on strict 
historical seniority. The Braniff dis- 
patchers, who feel that such a policy 
will place them at a disadvantage in 
relation to the Mid-Continent dis- 
patchers, have seceded from ALDA 
and have formed an _ Association 
known as “Air Transport Dispatchers 
Association” (ATDA) and are seeking 
certification as the representative of 


all the Braniff dispatchers (includ- 
ing the Mid-Continent dispatchers) 
under $2 (Ninth) of the Railway 


Labor Act. As a result of the inter- 
necine conflict among the dispatchers, 
Braniff claims that it is unable to ne- 
gotiate with a “representative” of the 
employees affected, and has refused to 
arbitrate. 

The question is thus raised as to 
whether Braniff is required under § 3 
of the Braniff /Mid-Continent order to 
arbitrate the dispatchers’ seniority dis- 
pute. The language of § 3 does not 
give a clear answer to this question. 
Section 3 speaks of integration on the 
basis of “an agreement between the 
carriers and the representative of the 
employees affected”’ and looks to arbi- 
tration “in the event of failure to 
agree.” Nowhere in § 3 or elsewhere 
in the Board’s order or opinion is 
there any definition of the word 
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“representative.” Accordingly, we 
must look to the basic intention of the 
Board in promulgating § 3, in order 
to determine how § 3 should be ap- 
plied. 

At the time of the Braniff/Mid- 
Continent merger, there was available 
some of the experience gained in 
working out the Pan American-AOA 
merger. In particular, the Board was 
aware of the disputes that had arisen 
over the integration of seniority lists. 
Therefore, when the Board had before 
it the question of imposing protective 
labor conditions in the Braniff/Mid- 
Continent merger, the Board decided 
that it could not safely ignore the prob- 
lem of seniority integration. The 
Board stated in its opinion that “ex- 
perience has shown that the subject 
of seniority integration can often be a 
thorny one and we find that a protec- 
tive condition on this subject is neces- 
sary.” The opinion announced that 
it would “impose a condition similar 
to that suggested by the Brother- 
hood.’”® The actual condition inserted 
in the Board’s order was taken from 
the Brotherhood Proposal, but exclud- 
ed certain provisions that would have 
covered the question of “‘assignment of 
forces” as distinguished from seniority 
integration. 

In general, it can be said that the 
Board’s objective was to give the 
interested parties an opportunity to 
agree upon the integration of seniority 
lists and in the event of disagreement 
to place the whole matter into arbitra- 
tion. Stated somewhat differently, 
the Board recognized that seniority 
integration was likely to be a contro- 
versial subject, that the working out 





2 Brotherhood of Railway and Steamship 
Clerks, Freight Handlers, Express and Sta- 
tion Employees. 
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of seniority problems would involve 
details with which the Board should 
not concern itself any more than neces- 
sary, and that the best method for 
handling the whole situation would be 
to use arbitration as the ultimate 
means for settling disputes over sen- 
iority integration where the interested 
parties could not come to an agree- 
ment. ‘ 

[1-3] In this context, we inter- 
pret § 3 of the Board’s order as requir- 
ing Braniff to negotiate with the two 
groups of dispatchers, and to submit 
to arbitration in the absence of a 
negotiated agreement.’ For the pur- 
pose of carrying out the provisions of 
§ 3 of the order, it is immaterial as to 
who is the certified representative, 
within the meaning of the Railway 
Labor Act. For, regardless of which 


representative is certified, there will 


still remain a dissident group, and we 
are unwilling to allow our protective 
conditions to be used as a means for 
allowing one group to dominate the 
other. 

The very purpose of the protective 
condition regarding integration of 
seniority lists is to insure that the 
merger will not unduly interfere with 
the seniority rights of the affected em- 
ployees. Where, as here, Mid-Conti- 
nent has disappeared as an entity, it 
would frustrate our protective condi- 


tion if the Braniff dispatchers were 
permitted to dictate the seniority 
rights of the Mid-Continent dispatch- 
ers. Similarly, our protective condi- 
tion would be defeated if we were to 
permit the Mid-Continent group of 
dispatchers to dictate seniority inte- 
gration for the Braniff dispatchers. 
Accordingly, we have provided for 
negotiation and ultimate resort to arbi- 
tration, so as to protect the rights of 
both groups of employees. 

In the light of the foregoing, we are 
unable to interpret the word “repre- 
sentative” in § 3 of the Board’s order, 
as requested by Braniff, so as to im- 
port the meaning of that term under 
the Railway Labor Act. The negotia- 
tions referred to in § 3 (as applied to 
the present controversy) are to be 
negotiations involving Braniff, the 
Mid-Continent dispatchers, and the 
Braniff dispatchers, and failing an 
agreement satisfactory to all three fac- 
tions, the problem should be submitted 
to arbitration. Accordingly, we will 
deny the request of Braniff to dismiss 
ALDA’s complaint. 

It is therefore ordered, that the re- 
quest of Braniff Airways, Inc., to dis- 
miss the complaint of the Air Line 
Dispatchers’ Association, A. F. of L., 
filed January 19, 1953, in Docket No. 
5376, be and it hereby is denied. 





3It makes no difference whether we reach 
this conclusion by interpreting §3 of our 
original order, or by modifying that section 
to cover the situation presented here specifi- 
cally. For, our original order expressly re- 


served jurisdiction “to make such amendments, 
modifications, and additions to the protective 
labor conditions as circumstances may 
require. 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Manuel R. 


Barboza et al. 


D.P.U. 10373 
January 7, 1953 


S. by landowner for review and revocation of order 
granting natural gas company rights of eminent domain; 
petition dismissed. 


Eminent domain, § 3 — Powers of Commission — Revocation of order. 
The Department of Public Utilities, after issuing an order granting a natural 
gas company rights of eminent domain, has no authority, in order to clear 
title to real property, to revoke such order following litigation which resulted 
in reversal of an order of the Federal Power Commission authorizing the 
natural gas company to construct and operate facilities. 


3y the DEPARTMENT: This peti- 
tion alleges that petitioners own cer- 
tain land in Berkley; that in D.P.U. 
10085 the Department issued an or- 
der granting to Algonquin Gas 
Transmission Company rights of emi- 
nent domain over petitioners’ prop- 
erty; that the certificate of public con- 
venience and necessity referred to in 
D.P.U. 10085 was invalidated by the 
courts and that consequently Algon- 
quin Gas Transmission Company was 
not a natural gas pipeline company as 
defined in Chap 164, § 75B, of the 
General Laws; that petitioners’ prop- 
erty was taken by virtue of the power 
granted in D.P.U. 10085; and that 
such order of taking constitutes an 
encumbrance upon the property of the 
petitioners. The petitioners therefore 
pray that the Department revoke its 
order in D.P.U. 10085, that Algon- 
quin be instructed to commence pro- 
ceedings de novo upon obtaining a 
valid certificate and that it be instruct- 
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ed “to remove the cloud on petition- 
ers’ land.” 

On July 2, 1952, when the order in 
D.P.U. 10085 was signed, Algonquin 
Gas Transmission Company was, as 
recited therein, a bona fide natural gas 
pipeline company holding a certificate 
of public convenience and necessity 
from the Federal Power Commission. 
The Department has been notified 
that upon return of the mandate of 
the United States circuit court of ap- 
peals for the third circuit to the Fed- 
eral Power Commision subsequent to 
October 13, 1952, the Federal Power 
Commission revoked the certificate 
theretofore granted to Algonquin. If 
this action of the Federal Power Com- 
mission operates ab initio to invali- 
date the certificate granted to Algon- 
quin, the Department had no jurisdic- 
tion to grant Algonquin any right of 
eminent domain and its order is a 
nullity. No action on the part of the 
Department is in that case necessary 
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in order to grant petitioners any re- 
lief. We do not, of course, act as an 
agency for clearing title to real prop- 
etty, the proceedings for which are 
specifically authorized to be taken be- 
fore other governmental agencies. 

If, on the other hand, the action of 
the Federal Power Commission was 
proper at the time it was taken in 1951 
and the revocation relates only from 
the date thereof, it may be that there 
is cause for revocation of the right of 
eminent domain granted by the De- 
partment. However, the Department 
has only those powers granted to it 


by the legislature. Nowhere in the 
statutes is there any power granted 
to the Department to revoke an order 
granting the power of eminent domain 
after it has once been entered. Ac- 
cordingly, under the second hypothesis 
the Department has no jurisdiction to 
entertain the petition before it. 

For the foregoing reasons, after in- 
vestigation and consideration, it is 
hereby 

Ordered: That the petition of 
Manuel R. Barboza et al. in D.P.U. 
10373 be and the same hereby is dis- 
missed. 





MISSISSIPPI SUPREME COURT 


McGehee et al. 


Howard W olchansky 


No. 38707 
— Miss —, 63 So2d 549 
March 23, 1953 


= from lower court decision affirming Commission order 
d authorizing purchase of motor carrier certificate; affirmed. 


Certificates of convenience and necessity, § 141 — Failure to operate — Right to 
transfer — Motor carriers. 
1. The fact that the proposed transferors of a motor carrier certificate had 
not operated under such certificate for a number of years did not affect the 
right to transfer such authority, since a certificate remains outstanding and 
valid until revoked by Commission action, p. 159. 


Certificates of convenience and necessity, § 143 — Transfer — Statutory require- 
ments — Public interest — Motor carriers. 
2. The statutory provision that a proposed transfer of a motor carrier 
certificate must be “consistent with public interest” was satisfied where the 
transferor had not exercised his operating rights for a number of years and 
the transferee’s proposed operations would result in improved service to the 
public, p. 159. 
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Certificates of convenience and necessity, § 143 — Transfer — Public interest — 


Interest of existing carriers. 


3. In determining whether or not to authorize the transfer of a motor 
carrier certificate, consideration must be given to public interest and not to 
the interest of existing carriers, p. 159. 


APPEARANCES: Stevens & Can- 
nada, Jackson, for appellants; Wells, 
Thomas, Wells & Smith, Jackson, for 
appellee. 


Hatt, J.: Appellee, Howard Wol- 
chansky, applied to the Public Serv- 
ice Commission for authority to pur- 
chase a certificate of public convenience 
and necessity from Young and Cham- 
berlain for intrastate transportation 
between all points and places in Missis- 
sippi of household goods, furniture, 
fixtures, etc., and any article requiring 
specialized handling and equipment 
usually employed in moving household 
goods. 

Due notice was given and a public 
hearing had at which the appellants 
herein appeared and protested against 
approval of the transfer. The Com- 
mission entered an order authorizing 
the sale and transfer of Young and 
Chamberlain’s certificate and on appeal 
the circuit court affirmed that action 
and from the judgment of the circuit 
court this appeal is prosecuted. 

It must be noted at the outset that 
this proceeding is not governed by the 
law relating to the granting of a new 
certificate of public convenience and 
necessity but is controlled by § 7652, 
Code of 1942, the applicable portion of 
which here involved is as follows: “Tf, 
after such hearing, the Commission 
finds that the transaction proposed is 
in good faith, that the proposed as- 
signee, lessee, purchaser, or transferee 
is fit and able properly to perform the 
transportation services authorized by 
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such certificate or permit and to com- 
ply with the rules, regulations, and 
requirements of the Commission here- 
under, and that the transaction is 
otherwise consistent with the public 
interest, ” the Commission 
may approve the sale and transfer. 


In its order authorizing the transfer 
of the certificate the Commission made 
all the findings set out in the above 
quotation from the statute. The evi- 
dence shows that the proposed transfer 
is in good faith and that appellee is fit 
and able to properly perform the trans- 
portation services authorized by the 
certificate and to comply with the rules, 
regulations, and requirements of the 
Commission, and appellants do not 
seriously question the sufficiency of the 
evidence to support findings. 
Their main argument is directed to the 
contention that there is no evidence to 
show that such transfer would be 
“consistent with the public interest” 
for which reason they ask that we re- 
verse the order of the Commission and 
deny Wolchansky’s application for au- 
thority to purchase the certificate. 


such 


Appellants argue that decisions af- 
fecting interstate carriers are control- 
ling here since there is no Mississippi 
decision on the precise point presented. 


They cite numerous cases dealing with 
“public interest” but the phrase with 
which we are here concerned is “‘con- 


sistent with the public interest.” Ap- 
parently the first time that ‘‘consistent 
with the public interest” appeared in 
the Federal statutes was in § 213(2) 
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1 of Chap 498, Vol 49, Part 1, United 
States Statutes at Large, 74th Con- 
gress, approved August 9, 1935 relat- 
ing to acquisition of motor carrier 
rights, and a transfer of such rights 
was therein authorized if, after a hear- 
ing, the Interstate Commerce Commis- 
sion “finds that the transaction pro- 
posed will be consistent with the public 
interest.’’ That was the sole criterion 
for authorizing a sale and transfer of a 
permit. The quoted provision was 
changed in 1940 by the addition of 
several other requisite findings. 

The Mississippi statute is not an 
exact counterpart of the Federal stat- 
ute but does use the phrase “consist- 
ent with the public interest” in addi- 
tion to the other requirements above 
noted. 


[1] Appellants showed that Young 
and Chamberlain have not operated 
under their certificate since 1949 but 
the fact remains that it is still valid and 
outstanding and that no proceeding for 
its revocation has ever been instituted 
as might have been done under § 7651, 
Code of 1942. Since Young and 
Chamberlain’s certificate has not been 
revoked it remains an outstanding and 
valid certificate. This conclusion is 
in accord with decisions of the Inter- 
state Commerce Commission. Re 
Quaker City Bus Co. (Purchase— 
Blackhawk Lines) [1944] 38 MCC 
603. 


[2, 3] Appellants offered proof to 
the effect that they have ample facil- 
ities for handling all of the intrastate 
moving for which there is a demand in 
Mississippi, that they have encountered 


no competition from Young and 
Chamberlain, and that competition 
from appellee would injure their busi- 
They also offered proof that it 


ness. 
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was necessary, or at least desirable, for 
carriers by motor vehicle to have avail- 
able space for storage, and they argue 
that appellee did not testify whether 
he would or would not provide such 
storage space for his operations. He 
did testify, however, that he had had 
fifteen years’ experience in the moving 
business, that he has certificates of 
convenience and necessity for inter- 
state operations in eight southern 
states, three western states and as far 
east as New York; that he has the fa- 
cilities, equipment, business, and the 
“know-how” to properly operate under 
the Mississippi Public Service Com- 
mission the certificate which he pro- 
posed to acquire from Young and 
Chamberlain. He also testified that he 
has not yet determined whether he 
would open an office in Mississippi but 
that if the Commission makes such a 
requirement he would open an office 
immediately. In short, it appears that 
Young and Chamberlain have been 
rendering no service to the public in 
the past two or three years and that 
appellee will render such service. We 
are impressed with the idea that since 
appellee is experienced in this type of 
business and is fit and financially able 
to perform the services authorized by 
the certificate and that he is willing to 
comply with the rules, regulations, and 
requirements of the Commission, the 
conclusion is inescapable from this evi- 
dence that his acquisition of the cer- 
tificate would result in improved serv- 
ice to the public and is therefore 
“consistent with the public interest.” 
We are not concerned with the interest 
of other carriers but with the public 
interest. Our view is amply supported 
by decisions of the Interstate Com- 
merce Commission dealing with the 
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phrase “consistent with the public in- 
terest” as used in the above-mentioned 
§ 213 of the Federal statute. 

In Re Transamerican Freight Lines 
(Purchase—Harold D. Gorman) 5 
MCC 712, 713, decided in 1938 under 
the aforesaid § 213, the Interstate 
Commerce Commission, said: ‘“Ob- 
viously the new through service could 
impair the revenues of protestants only 
to the extent that it might be used by 
the public in preference to presently 
available service. The issue is whether 
transfer to applicant of vendor’s stat- 
utory operating rights is consistent 
with the public interest, and not wheth- 
er it is required by the public con- 
venience and necessity. There is 
nothing inconsistent with the public 
interest in providing the public with 
improved service, even if it should 
have an unfavorable effect on the rev- 
It must be borne 


enues of protestants. 
in mind that no creation of operating 
rights is here proposed, but only the 
transfer of existing rights to new own- 


ership. A change in ownership which 
will enable existing rights to be used 


in a way that will produce better sery- 
ice can hardly be found to be incon- 
sistent with public interest.” 

The above was quoted with approval 
in Re Gateway City Transfer Co. 
(Purchase—J. G. Minert), decided in 
1939 under said § 213, 15 MCC 749, 
and also in Re Spitzer (Purchase— 
H. Howe), decided in 1938 under said 
§ 213, 15 MCC 331. 

In Re Houston & North Texas Mo- 
tor Freight Lines (Purchase—lInter- 
state Motor Freight Lines), decided 
in 1938 under said § 213, 1 Fed Car 
Cas, 187, it is said: “Protestants also 
argue that other rail and motor car- 
riers already furnish adequate through 
scheduled service between these points, 
and that there is no need for an addi- 
tional and competitive service by appli- 
cant, which should only be authorized 
upon a showing of public convenience 
and necessity. These arguments are 
untenable in a § 213 proceeding.” 


Affirmed. 


Roberds, PJ., and Lee, Holmes, and 
Arrington, JJ., concur. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


Commonwealth Edison Plans 
$500,000,000 Program 


Ce MONWEALTH EpIsSoN COMPANY expects 
to spend about $500,000,000 on construction 
in the four years through 1956. 

Edison already has spent nearly 600 million 
dollars in a comprehensive postwar program to 
increase generating capacity and enlarge and 
improve power distribution facilities. 


General ‘Telephone Corp. to 
Spend $70,500,000 


G NERAL TELEPHONE Corp. will spend about 
$70,500,000 this year on expansion and 
improvements, according to Donald C. Power, 
president. 

By the end of this year, Mr. Power re- 
ported, there will be about 1,658,000 telephones 
on the General system, compared with 1,576,- 
315 at the end of last year. He forecast Gen- 
eral Telephone Co. of California, a subsidiary, 
would double in size in the next ten years, to 
more than one million phones. It is expected 
that at the end of March, next year, about 72 
per cent of total system phones will be dial 
operated, compared with 70 per cent on March 
3lst, this year, and with 52 per cent at the 
end of the like month of 1948. 


Ingersoll-Rand Paving Breakers 
Described in Catalog 


T= Right Paving Breaker for Every Job 
is the theme of a new catalog issued by 
Ingersoll-Rand Company. This new piece of 
literature tells, concisely, the story of Ingersoll- 
Rand’s series of Breakers from the 14 Ib. J-10 
to the 146 Ib. R-30. 

Each machine is adequately described both as 
to specifications and jobs it can perform. A 
typical cross-section view shows all the im- 
portant features of the construction and design 
of the Paving Breaker line. 

For copies of this new bulletin (No. 4127), 
write Ingersoll-Rand Company, Department 
RD, 11 Broadway, New York 4, New York. 


AGA Completes Dealer 
Sales Program 


Tr 8-unit packaged dealer sales program 
“ prepared by the Dealer Sales Committee 
of the Residential Gas Section, American Gas 
Association, is expected to be available for use 
by the gas industry in the next few weeks. 
Featuring the theme “Pattern For Profit,” 


the program is sponsored by the AGA General 
Promotional Planning Committee and financed 
from the gas industry’s Promotion, Advertis- 
ing and Research (PAR) Plan. It is designed 
to assist gas utility companies in attaining 
closer liaison with the dealer, who today sells 
approximately 85 per cent of all appliances to 
the public. 

The Dealer Sales Committee which has de- 
voted months of intensive effort to this pro- 
gram, is headed by W. D. Williams, vice presi- 
dent in charge of sales, New Jersey Natural 
Gas Company, Asbury Park, New Jersey. Its 
membership includes gas company sales execu- 
tives representing gas utility companies in 
different sections of the country where success- 
ful dealer programs are being conducted and 
representatives from gas appliance manufac- 
turers. 

The major objectives of the dealer sales pro- 
gram are: to assist gas utility companies in- 
crease the effectiveness of load-building activi- 
ties by achieving a strong local dealer appliance 
merchandising program; and to provide gas 
utility companies with a definite and well- 
documented plan of action, and materials to 
secure, develop and train an effective dealer 
gas appliance sales organization at the local 
level. 

The complete program will be mailed to all 
gas company sales executives and to gas ap- 
pliance manufacturers very soon. The Dealer 
Sales Committee believes that use of this new 
program will result in increased sales of gas 
appliances and greater gas loads. 


Powers-American Offers New 
Hydraulic Derrick 


DERRICK, which can be erected, elevated, 
lowered, and returned to carrying position 
hydraulically, has been added to the Powers- 
American line of utility bodies and equipment. 
According to the announcement, the derrick 
can be raised to operating position in less than 
a minute, and can be spotted in an unlimited 
number of positions, even under full load. 


(Continued on page 26) 





RECEIPTING MACHINES 


@ Attractive, durable coupon cutting 
receipters with interchangeable 

die blocks. Many other sizes 

and etyles for all utilities. 


Write for FREE Catalog. 


A. C. GIBSON CO., INC— 


BUFFALO 5, N.Y. 70 OAK ST. 


Mention the FortNIGHTLY—It identifies your inquiry 
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Derrick movement is actuated by twin hy- 
draulic cylinders, from a hydraulic pump driven 
by an SAE power take-off on the chassis trans- 
mission. Controls are usually installed in a rear 
compartment of the body, to give the operator 
an unobstructed view. 

Complete details are given in Powers- 
American Bulletin No. 405. A copy, and further 
information, can be obtained from McCahe- 
Powers Auto Body Company, 5900 North 
Broadway, St. Louis 15, Missouri. 


Electric Traveling Cranes 
Described in Catalog 


| gremase of a complete catalog describing its 
complete line of overhead electric traveling 
cranes is announced by the Bedford Foundry 
& Machine Company, Inc., Bedford, Indiana. 
The catalog carries specifications of Bed- 
ford’s engineered standard, industrial, low- 
head, grab-bucket, mill and gantry type cranes 
in capacities ranging from 5 to 350 tons and up. 


Joy Mfg. Offers Light-Weight 
Cable Fault Finder 


4 Joy Manufacturing Company reports 
the availability of a light-weight (23 
pounds) cable fault finder for locating open- 
circuits or low and high resistance shorts of 
10,000 ohms or less, for rubber, neoprene, 
thermo plastic or similar jacketed cables. The 


manufacturer states that this new unit js 
ruggedly constructed and extremely simple to 
operate. 

Bulletin, No. F38, describes this new product, 
and may be obtained by writing to the manu- 
facturer, Department CFF-72, Henry W. 
Oliver building, Pittsburgh (22) Pa. 


Loose-Leaf Binder Line 
Covered in R-R Booklet 


LLUSTRATIONS and descriptions of over twenty 

loose leaf binders for every sales and refer- 
ence purpose as well as time saving page in- 
dexes available, are included in a new 40 page 
booklet “Binders That Build Business” released 
by Remington Rand Inc. 

This booklet LL234 can be obtained by 
writing to Remington Rand Inc., 315 Fourth 
avenue, New York 10, N. Y. 


Aluminum Street-lighting Poles 
Described in G-E Bulletin 


NEW two-color booklet describing General 

Electric’s aluminum poles for street light- 

ing has been announced as available from the 
company, Schenectady 5, New York. 

The well illustrated 12-page bulletin, GEC- 

695B, describes the application, construction 

features, specifications, modifications, and ac- 
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The work of this department of the Peter F. 
Loftus Corporation embraces an extremely 
wide field of engineering, which more spe- 
cifically, includes system planning, design and 
supervision of construction of steam power 
plants, transmission lines, distribution systems, 
substations, inspection and expediting, ap- 
praisals, depreciation studies, cost analyses, rates, contracts, 
property records, reports, general consulting services, and 
testimony before various commissions. 
Working hand-in-hand with industry the modern inde- 
pendent consulting engineering organization provides in 
a single service the pooled skills and experience of leading 
engineers in all fields. 
Striving always for leadership, the Peter F. Loftus Cor- 
poration maintains at high level these completely staffed 
divisions—Architectural, Electrical, Mechanical, Mining, 
Heating, Ventilating, and Air Conditioning, Materials 
Handling, Machine Design, Structural, and Utilities. 


jeter F. Loftus Corporation 


ESTABLISHED 1923 


ENGINEERING CONSULTANTS 


FIRST NATIONAL BANK BUILDING, PITTSBURGH 22, PENNA, 


Mention the FortNiGHTLY—It identifies your inquiry 
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DELTA-STAR’S SUBSTATION EXPERIENCE 


ty reduce engineering costs — save your time 


Delta-Star has been designing and building sub- 
stations for the nation’s expanding utilities for 
more than 30 years—and many of these stations 
have been repeat orders from companies who are 
more than satisfied with Delta-Star’s resources 
and service. 

DELTA-STAR has the knowledge based on proved 
design and engirteering skill, and has worked out 
a practical standardized system of handling 
which reduces the time required for planning, 
fabrication and shipment to a mini 


DELTA-STAR has the facilities. Component parts 





for equipment are in stock ready for assembly 
Structural steel is accurately cut and punched, 
then hot-dip galvanized under precise control in 
our own shops. Careful checking and marking 
before shipment insures a ‘‘custom”’ fit. 

Every detail from anchor bolts to switching 
equipment is covered by drawings in the con- 
struction folder for quick and easy erection 

We shall be happy to consult with you on your 
substation requirements for any voltage rating 
and submit data on design, cost and delivery 
Contact factory or nearest district office 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE EQUIPMENT SPECIFY DELTA-STAR 


DELTA-STAR ELECTRIC DIVISION 





H. K. PORTER COMPANY, INC. 


2437 FULTON STREET, CHICAGO 12, ILLINOIS 


DISTRICT OFFICES IN PRINCIPAL CITIES Cone wa 
com 
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INDUSTRIAL PROGRESS—( Continued) 





cessories for the various types of poles avail- 
able. 

Ample diagrams provide a clear picture of 
the salient features of the poles and mast arms. 
The bulletin also contains information on the 
various G-E luminaires for use on all types 
of traffic arteries from residential streets to 
high-speed super highways. 


RCA Names P. J. Herbst Mgr. 
Of Communication Engineering 
pane J. Hersst, veteran RCA Victor engi- 


neer has been named to head the Communi- 
cations Engineering Section of the company’s 
Engineering Products Department and to di- 
rect engineering design and development of 
RCA two-way mobile radio communications 
and microwave equipment. 

The promotion was announced by M. C. 
Batsel, chief engineer of the RCA Engineer- 
ing Products Department. 


Consumers Power Dedicates 
New Unit 
( Seeeme Power CoMPANY’s newest steam- 
electric generating station, the Justin R. 
Whiting Plant, was dedicated “to the service 
of the people of Outstate Michigan” in im- 
pressive ceremonies at the plant at Erie, Michi- 
gan, June 17th. 
Philip D. Reed, chairman of the board of 
General Electric, delivered the principal ad- 


dress at the dedication. An audience limited to 
600 industry, civic and business leaders also 
heard Dan E. Karn, Consumers’ President, 
John H. McCarthy, Chairman of the Michigan 
Public Service Commission;.and Mr. Whiting, 
Consumers’ board chairman, for whom the 
plant is named, deliver brief talks. 

Called “one of most efficient producers of 
electric power in the United States” by a Gen- 
eral Electric spokesman, the Whiting station 
has two units of 85,000 kilowatts, name plate, 
now in operation, and by the end of this year a 
third unit, of 106,000 kilowatts, name plate, 
will have begun operations. General Electric, 
which supplied the generating equipment, rates 
the first two units at 100,000 kilowatts capa- 
bility and the third unit is rated at 125,000 kilo- 
watts capability. 

The Whiting Plant is the second all-new 
power plant built by Consumers Power Com- 
pany to meet the post V-J Day expansion of 
industry, business and homes in its 60-county 
electric service area in Michigan's Lower Pen- 
insula. The first postwar plant was the B. C. 
Cobb Plant at Muskegon. 

Among the Company’s 60 steam and hydro- 
electric stations in Outstate Michigan, other 
expansion projects have also taken place since 
World War II. At present, the Company is 
building an addition to its John C. Weadock 
steam-electric plant near Bay City to house two 
135,000 kilowatt units, the first of which is on 
the drawing boards. The Weadock plant is the 
largest power producer in the Company’s inte- 
grated system. 





blowing your top? 


Our clients never blow their tops be- 
cause producing superior printing is 
routine at Sorg—even against the 


most imminent deadline. 


They know the quality they can expect 
from specialists with over thirty years’ 
experience in every type of financial, 
corporate and legal printing and find 
distinct advantages in our handling of 
design, printing, binding and mailing 


all under one roof. 


CONFIDENTIAL 


SERVICE 
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Are you taking advantage of 


SPECIALIZED DESIGN 


to meet your changed transportation problems ? 






Left—This Model 3016 White 
maneuvers closer to job site 
...Saves time in transit.. 
adds new safety features for 
Northern States Power Co.. 

Minneapolis, Minn. 












This Model 3020 White 
oed by Winnipeg Electric 
. Winnipeg, Manitoba, 
quipped with workshop 
dy and winch. Its maneu- 
rability saves time for 
crew... gets work done 
er. 











LORED to your exact work, the White 3000 
uces your transportation cost...does more 
kevery day in your service. 

oday’s heavy traffic and congestion and 
ef exacting Operating conditions mean 
trucks should be engineered to your own 
ice needs—with new maneuverability, 
ta carrying capacity, quicker loading, 
led safety features, and driving ease. 

ou have all these—and more—in the SUPER POWER 
bite 3000. See your White Representative 3000 
facts about the extra economy of White — 
cialized Design. 


WHITE MOTOR COMPANY - Cleveland I, Ohio 























Tips its cab to service 





PR MORE THAN 50 YEARS THE GREATEST NAME IN TRUCK 


Public Utilities Fortnightly 


July 16, 1959 





What we really make is Time 





It is faster to 


Hane A WALL 


than to 


PILE IT UP 


LiTTLE blocks, say 2°x4°x8" don't pile up very fast. 

We hang walls up in sizable panels. 

And that is an easy way to understand why 
Robertson's real product is time 

We make walls that are hung in place. We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 
crews on the job to place them. 


We make time, now, when time is the essence. 











[L 


I 


-_ 


AVAL 


oS 





Point is, we integrate the right materials with 
exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver thé thing that is most vital of 


all vital things today: speed. 


We save days and weeks in finishing a build- 
ing for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, PITTSBURGH, PA. 
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Utilities report: G-E capacitors solve 
summer load problems economically 


Relieve overloaded equipment—release a 
KVA of system capacity for only $15 to $25 
During summer months, low-power-factor air- CAPACITORS—THE PRACTICAL SOLUTION 


conditioning loads create a serious problem for Capacitors are widely accepted as the economi- 
utilities ~particularly those in warmer climates. eal solution to this ‘problem. Installed in fixed 
The high kilovar content of these loads overloads — and switched banks on distribution substation 
transformers, causes excessive voltage drop and — pusses or outlying distribution poles. capacitors 
high power losses. reduce KVA loading of substations and overhead 
lines. And the switched capacitors can help reg- 
ulate voltage—keep voltage up right out to the 





x * ends of feeders. 

“3g s = BENEFITS FROM CAPACITORS 

1 ee 30 = = 1, Capacitors allow two to three times more load 
iN $8 & to be carried on voltage-limited circuits. 

; $ © 2, Capacitors release thermal capacity—-permit 
i = “substations to carry more kilowatts. 

: g *, 3. Capacitors often pay for themselves out of 
1 of 1 *, savings resulting from reduced system losses. 
8 > IF YOU HAVE A SEASONAL LOAD PROBLEM 

i] 





If you have a seasonal load problem, it will pay 
9% 9 8s 0 you to investigate General Electric switched 
EXISTING POWER FACTOR %0 capacitors. For full infor- 


ik ea “A ° en ae Sy ° ° 
hh BR Oa == mation, get in touch with 77) 


WHAT IT WILL COST YOU to lower your peak summer YOUr Nearest G-E  repre- wa ww Bs ss 


load with capacitors. At 89% power factor, a KVA sentative or write General Sag rears oF eutcrmicat ge 





of capacity can be released with about 3 KVAR of Electrie Company, Section ge 
capacitors costing $20. 441-4E,Schenectady,N.Y. Wye 


GENERAL @@ ELECTRIC 
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NEW LOW PRICE 


SAVE uP To °152°° 


New Internationals are proved all 3 ways 


You take the guesswork out of 
truck buying when you buy Inter- 
national trucks. They are proved 
all three ways to give the perform- 
ance you want at the lowest cost: 


1. Proved BEFORE They’re Built 
—at the world’s most advanced 
all-truck engineering labora- 
tory. The results—longer truck 
life, reduced operating and 
maintenance cost—give you 
more truck for your dollar. 

2. Proved AFTER They’re Built— 
at the “Desert Whipping Post,” 
4000-acre Proving Ground in 
Arizona. 


3. Proved in SERVICE—by Amer- 


ica’s most cost-conscious truck 
operators. Every new Interna- 
tional truck embodies the ad- 
vanced engineering principles 
that have kept Internationals 
the heavy-duty sales leader for 
21 straight years. 


See them. Compare them. Drive 
them. Ask your nearest Interna- 
tional Dealer or Branch for all the 
facts. 

America’s Most Complete Line 
168 basic models from 14-ton to 90,000- 
lb. GVW rating . . . 307 new features 

. 29 engines available with widest 
practical choice of gasoline, LPG or 
diesel power . . . 296 wheelbases 


INTERNATIONAL HARVESTER COMPANY + CHICAGO 








Rolling shop on the job. New International Mod 
R-120 with special service-utility body—77 and 89-in¢ 
lengths. 115 and 127-inch wheelbases. All compor! 
ments triple-sealed to keep out dust and moisture 


International Harvester Builds McCormick Farm Equipment and Farmall Tractors... Motor Trucks... Industrial Power... Refrigerators and Free 


C) 


Better roads mean a better Ament 


JINTERNATIONAL TRUCKS 


Standard of the Highwoy 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





July 16, 1953 


Public Utilities Fortnightly 





— 


When you shop in this 
showcase of talent... 


.. you can “shop” under one roof for all 
thespecialized help you need without add- 
ing permanently to your payroll. EBASCO 
engineers, constructors and business con- 
sultants can help you solve your business 
problems efficiently and economically. 


Over the past half century, EBASCO spe- 
cialists have accumulated world-wide 
experience that will prove immediately 
effective when applied to your own prob- 
lems. Here are a few industries that have 
“shopped” for help at EBASCO: Pulp 
and Paper; Chemical; Food Processing; 
Glass; Manufacturing; Rubber and Tex- 


tile; Electric & Gas Utilities. For these 
and many other industries EBASCO has 
designed and built new plants and ex- 
ecuted expansion plans, helped develop 
industrial relations programs, financing 
plans, and sales and public relations pro- 
cedures. 


EBASCO is organized to do part or all of 
a job for either large companies or small. 
To see exactly how EBASCO can serve 
you best, write for your copy of ‘“The 
Inside Story of Outside Help’’. Write to: 
Ebasco Services Incorporated, Dept. \., 
Two Rector Street, New York 6, N. Y. 


EBASCO SERVICES 


INCORPORATED New York + Chicago - Washington, D.C. 

aa ~~ Business Studies - Consulting Engineering - Design & Construction - Financial 
+ Inspection & Expediting - insurance & Pensions - Office Modernizatior 

Purchasing - pg yb Research - Sales & Marketing - Systems & Methods - Taxes - Traffic 


ry ao, 


(Tig * 


“ea on™ 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





For fast and efficient production 


on this gas main extension 


The Cleveland “Baby Digger” Model 95, owned by the Minneapolis 
Gas Company, is making short work of cutting trench for a main 
extension under good digging conditions. Even greater savings were 
effected by the 95 during severe winter digging conditions. 


Here, the same company’s Cleveland Model 80 is speedily and 
cleanly backfilling the trench shown in the top picture. The 80 is 
also an excellent pipe layer. When job conditions require backfill 
compaction, the 80 does an outstanding job with no additional men 
or equipment necessary. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue American Appraisat Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 


NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








Fo Ford, Bacon & Davis 
eD) eso Engineers enresne 


NEW YORK @ CHICAGO @ LOS ANGELES 








FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 


FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 





88 CHESTNUT STREET, RIDGEWOOD, N. J. 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 
GIBBS & HILL Ino. — 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 


GA GILBERT ASSOCIATES || g 





uly le 























INCORPORATED 
ENGINEERS © CONSULTANTS * CONSTRUCTORS 


NEW YORK « READING + WASHINGTON + HOUSTON © PHILADELPHIA - ROME * MANILA + MEDELLIN 


FOUNDED 1906 











W. C. GILMAN & COMPANY - 
CONSULTING ENGINEERS 
Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 6 
Transit and Traffic Surveys — Fare Studies a 
55 Liberty Street New York 5 | 








JAY SAMUEL HARTT y 


CONSULTING ENGINEER 
327 South LaSalle Street @ CHICAGO * Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 


CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Iineis § 























Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio @ Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION 








 >__a ee 


HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 
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PROFESSIONAL DIRECTORY (continued) 








JENSEN, BOWEN & FARRELL 
GiINnNEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 





for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 

















Yee Kul J ian Coyoualion 


ENGINEERS ° CONS TBECTORS 


POWER PLANT SPECIALISTS 





' DESIGN e CONSTRUCTION « MANAGEMENT 
| SURVEYS e INVESTIGATIONS ¢ REPORTS 
= 1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 


GAS 


| for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"’ 


Utility Management Consultants Specializing in REGULATORY 
AND 


ange COST ANALYSIS mucin 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
| 80 FEDERAL STREET es. BOSTON 10, MASS. 














| RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
INSURANCE 
BUDGETING SERVICE ADVERTISING 


PERSONNEL co ACCOUNTING 
ENGINEERING e SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 








Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 





331 SOUTH LA SALLE STREET. 





CHICAGO 4, ILLINOIS 
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: ralnarel Complete Services for 

OUTSTANDING - ir i G. | aut Gas and Electric Utilities 
cae PLS Iy Me a dd CORES Designing * Engineering * Construction 
Piping * Equipment * Surveys * Plans 


Dept. No. 148, 210 W.10th St., Kansas City 5, Mo. Steam or Diesel Power Plants 
al et, e € : 














———— 


THe RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA, BIRMINGHAM, ALA, 














SANDERSON & PORTER Sap 


— 
A 
CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ili. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
for Public Utili 
REPORTS — VALUATIONS Qeetecitien Waa Cans 
Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 








1304 ST. PAUL STREET 
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ALBRIGHT & FRIEL INC, 


c Iting ec gi 


Water, pose » and Industrial Wastes -amenees 
Airfi Refuse Incinerators, Dam 
_— Plants, Flood Control 
industrial Buildings 
City Planning, Reports, Appraisals and Rates 


Laboratory 
121 SOUTH BROAD ST. PHILADELPHIA 7 





LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 











Bovooy-BENJAMIN 


ASSOCIATES, Inc. 
CONSULTING ENGINEERS 


Power Plant Design, Specification and 
Construction Supervision 


Economic and Thermodynamic Studies 
Technical Services and Reports 


28 WEST ADAMS ° DETROIT 26, MICHIGAN 


LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASatie St., CxHicaco 

















EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis Ind. 


LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 














ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpb SERVICE CO. 
327 So. LaSalle St., Chicago 4, IIL 


A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
TRANSMISSION LiINES—UNDERGROUND DistTRI- 
BUTION — Power STATION — INDUSTRIAL — 

CoMMERCIAL INSTALLATIONS 


Cxicaco Los ANGELES 























GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuations — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AvENUB, CHICAGO 








Testing * Inspection * Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 
Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis * New York ¢ Philadelphia * Providence * Dallas 





JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








Representation in this Professional Directory 
may be obtained at very reasonble rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 
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Where dependability counts, you'll find Dodge! 


axle shafts, extra-long alloy steel springs. 


Public utility trucks must be ready to go 
. night or day, rain or shine, come hail 
or high water. More and more utilities, 
like Southern California Edison, are using 
Dodge “Job-Rated”’ trucks. 
Dependability is a big red MUST with 
Dodge. You'll find it in such features as 
mcistureproof ignition system, high- 
tor jue capacity starting motors, positive- 
pr: ssure lubrication system. 
Y« cll get long life, too, thanks to deep, 
d-shouldered frames, shot-peened rear 


What’s more, Dodge offers a wide range 
of engines with 4-ring pistons, chrome- 
plated top rings, exhaust valve seat inserts 

. . ease of handling due to short wheel- 
base and wide front tread . . . real driver 
comfort from chair-height seats, greater 
visibility, big positive brakes. 


There’s a Dodge ‘‘Job-Rated’’ truck to 
meet your needs. See your friendly Dodge 
dealer today. 


DODGE wobRond TRUCKS 


— 





combat corrosion and searing arcs 


Metal-clad switchgear is under con- 
stant attack—inside and out. To 
protect against the blasting, searing 
effects of arcing, Westinghouse 
lines the arc chutes with a true 
ceramic material containing a high 
percentage of zircon. Zircon has 
the highest melting point of any 
known material. 

These chutes have dielectric 
properties comparable to porcelain. 
They won't absorb moisture. In 
Westinghouse switchgear, arc ex- 
tinction takes place in split seconds 
and the arc is on the main contacts 
for only a fraction of this time. 
Result: less contact burning, less 


chute wear, less shock to the 
whole unit. 

The best protection for switch- 
gear metal surfaces that we 
know of is Bonderizing” We Bond- 
erize the whole enclosure and then 
give it two coats of paint- -which 
then sticks as though it is part of 
the metal. To protect the !iard-to- 
get-at undersides, we underc»at with 
a heavy layer of rubberized r_aterial. 

When you’re thinking about 
call in 
yw for 


switchgear installations, 
Westinghouse. And write 
booklet B-5306 for more i ‘orm 
tion. Westinghouse Electri: Corp. 
P. O. Box 868, Pittsburgh 0, Pa 


60820-B 


you can BE SURE... i irs 


Westinghouse 





